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THAT INVITE A CLOSER ACQUAINTANCE 


| Al 
From January, 1933 to January, 1934, our 
daily average due to bank correspondents A 
rose 316%; by June, 1934, it had risen to | = 
477% over the original figure. de 
It is not primarily the rate of growth mt 
that we—or you—are interested in; it is je 
mc 
the facts behind the growth. We have added 
to our staff carefully selected executives in 
correspondent work; shaped our methods Sc 
to offer our correspondents the utmost ot 
l 
cooperation in Cleveland. th 
We believe that the developments here 
at the National City warrant closer are 
pla 


acquaintance on your part. 
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The Interest in Service Charges 


Strs:_ I would be pleased to have you put me on the mailing 
list for The Burroughs Clearing House. If you have any articles on 
service and analysis charges, wish you would please send copies. 

R. H. SHaw, Vice-president, 
The Peoples State Bank, Cherryvale, Kansas 


Srrs: Please find 25 cents in stamps for which I wish you 
would send me a copy of your magazine containing a good article 
written in the last year showing the charges and analysis of a bank 


account in detail. 
W. E. Crum, Jr., President, 
The Bedford National Bank, Bedford, Iowa 


Strs: The writer recalls reference in your publication to 
‘“‘metered service charges” in connection with the operation of 
chequeing accounts, and is anxious to obtain further information 
on this subject. Would you have any illuminating information 
in your files on this topic? Congratulations upon the continued 
excellency of your monthly issues. 


W. A. Pope, Supervisors Department, 
The Royal Bank of Canada, Halifax, N. S. 


EDITOR'S NOTE: The most recent article on service charges was ‘The Single 
Standard Service Charge,”’ by Bert L. Perry and H. L. Campbell in the October issue. 
Also see “‘A Date for Service Charges,” by John J. Anton in this issue. 
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A Word From Hong Kong 


Strs: I have recently returned to New York City on furlough 
after an absence of several years spent in our Far Eastern office. 
This is the first opportunity I have had of reading your magazine 
and the result has been to realize that your articles should be 
decidedly helpful in the Orient in keeping abreast of the times 
concerning general banking conditions and American improve- 
ments. There is no doubt but that we might be able to apply 
many of the suggestions contained therein. I am leaving for the 
East the latter part of this month and would appreciate it if you 
would kindly place my name, care of The Chase Bank, Hong Kong, 
on your mailing list for one of your excellent publications each 
month. 

J. THomson, Auditor, 
The Chase National Bank, New York 
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Some Letters That Are Short and Sweet 


Strs: Regarding The Burroughs Clearing House, I am happy 
to say that our personnel looks forward with interest to the timely 
articles that appear in every issue. It is only by an interchange of 
ideas such as your magazine offers that the banking fraternity of 
the present and future can keep abreast of the times. 

C. W. Frey, Cashier, 
East Side Trust & Savings Bank, 
South Chicago, Illinois 


Sirs: Your journal is so popular around this shop that there 
are a few of our junior officers who would like to receive copies 
regularly. May we therefore take the liberty of asking you to 
place their names upon your mailing list? 

FRANCES I. Wotr, Assistant Secretary, 
The Franklin Society for Home-Building and Savings, 
217 Broadway, New York, N. Y. 


Sirs: Mr. Moffett (Administrator, Federal Housing Adminis- 
tration) has asked me to thank you for the copy of The Burroughs 
Clearing House. The articles on the National Housing Act were 
read with a great deal of interest, and we deeply appreciate your 
co-operating in presenting its benefits to bankers. 

James S. Taytor, Special Assistant, 
Federal Housing Administration, 
Washington, D. C. 


Srtrs: Please accept the thanks of each one of the officers of 
this institution who are receiving copies of The Burroughs Clearing 
House each month. The fact that you can publish such an out- 
standing magazine and give several copies to each of the banks is 
remarkable. 

Best wishes for the continued success of your paper. 
C. O. Dantet, Assistant Cashier, 
The Elizabeth State Bank, Elizabeth, Illinois 
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Strs: In my work as Executive Manager of the Michigan 
Bankers Association, I found your very superior publication to 
have been of inestimable value to me. Now that I am no longer 
serving in that capacity, I find that the copies of your publication 
coming to this bank are carefully preserved by those to whom they 
are addressed, and consequently I only see them occasionally. 

I would appreciate your placing my name upon your mailing 
list in order that I may see each copy. 

KENNETH M. Burns, Assistant to the President, 
The Detroit Savings Bank, 


Detroit, Mich. 
¢ ° 


Copies for Bank Directors 


Strs: Have been a constant reader of your magazine which 
is well adapted to banking procedure and is of great assistance to 
me in keeping in touch with current events in banking. 

I feel that your magazine placed in the hands of a few of our 
directors ont be of great assistance to them. Therefore, I am 
taking this opportunity to ask if it is possible that their names may 
be put on your mailing list. 

Tt. L. Tavern, Jn., 
Executive Vice-president and Cashier, 
The National Bank of Wappingers Falls, 
Wappingers Falls, N. Y. 
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4% “Paper” is its familiar designation ... though paper is the 
least important ingredient in its value. Responsibility of firms 
or individuals links up with the credit facilities of a strong, 


recognized bank... paper documents become purchasing power 


... set raw materials and finished merchandise in motion .. . 
create jobs... help to satisfy a thousand and one demands for 


food, shelter, clothing, recreation. 

On commercial documents originating in the Cleveland area 
is evidence of Central United National Bank’s varied contacts 
with key industries of the Fourth Federal Reserve District . . . 
of knowledge and experience which correspondent banks 
throughout America have found valuable. Inquiries are invited 
from banks having occasion to use correspondent facilities in 
this district. 
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VANCE J. ALEXANDER 


Loan Poticies 


by 
VANCE J. ALEXANDER 


President, Union Planters National Bank & Trust Company, 
Memphis, Tennessee 


LL sorts of pressure, public opin- 
ion, and propaganda are today 


being exerted on banks to loosen 
up a little their ideas of what makes a 
good loan. Some of the ideas which 
have been advanced from individuals 
of high standing but inadequate bank- 
ing experience have, of course, been 
sufficiently unconventional and con- 
trary to conservative banking experi- 
ence to give a sound banker an unal- 
leviated case of horrors. 

The question naturally comes to 
mind, however, whether the ill-con- 
sidered though well-meant admonish- 
ments of some few extremists have not 
perhaps, unduly prejudiced bankers 
against the entire idea. Is there not a 
possibility, after all, that there may be 
at least a modicum of common sense 
in the broad idea? If so, would it not 
be to the advantage of banks and bank- 
ers to adopt those portions of the idea 
which fit into the pattern of sound 
finance, rather than discard the entire 
suggestion because here and there it 
has approached the lunatic fringe? 

For instance, there was held in 
Washington in September, a gathering 
of bank examiners at which it was re- 
ported there took place an effort to 
simplify the standards of loan classi- 
fication by bank examiners of various 
important classes. A great many 


bankers have complained with appar- 
ent justification of extreme severity in 
examiners’ classifications of loans. 

A pertinent comment on this sub- 
ject was contained in a recent editorial 
signed by Raymond Moley in Today. 
This editorial pointed out what few 
bankers would contradict, the genuine 
need for credit in many small business 
units which cannot obtain it (because, 
as you and I know, they do not meas- 
ure up to credit standards which we 
consider mandatory). Its writer re- 
marked what we all know, that a 
broader availability to small businesses 
of commercial credit is an important 
requisite to the country’s economic re- 
covery. He reviewed the explanations 
commonly made when this subject is 
under discussion as to why commercial 
credit instead of expanding shows 
steady deflation. 


HEN he commented: “But it is not 

a question now of where the blame 
belongs. It is a question of doing some- 
thing about it. To a simple non-bank- 
ing mind, it seems as though the time 
has come for the industries and banks 
and government to sit down and agree 
upon a policy of co-operation, to the 
end that the frozen flow of credit may 
be thawed out. . . The overly-simple 
solution of a new central bank has been 
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talked about, but this is not helpful in 
meeting the difficulties of the imme- 
diate future. The immediate future 
requires vigorous attempts at the re- 
habilitation of normal capitalistic en- 
terprise, if we are to meet the problem 
of Federal financing without the serious 
disturbance of economic affairs. To- 
morrow, and not the day after to- 
morrow, ought to concern us at this 
moment. 

“A constructive step has just been 
announced by Secretary Morgenthau. 
He proposes to study a number of ap- 
plications for loans in the Chicago dis- 
trict, and to measure, by means of this 
study, the policies followed by the 
bank examiners . . . Private banking 
must help toward the desired end, and 
there must be devised the means of 
greater co-operation between banks, 
particularly the small ones, and govern- 
ment agencies. 

““Whatever may be the purposes and 
desires of the large bankers in the pres- 
ent situation, private credit must be 
secured for small business. Only by a 
concerted movement, all along the 
line, can strong influences toward 
credit deflation be resisted.” 

Certainly every banker, whether or 
not he thinks in terms of broad public 
policy, wants a larger volume of sound 
loans in his bank for their contribution 
to earnings. We do, in our bank. This 
is the basic reason, in addition to a 
desire to co-operate in any sane recov- 





ery measure, why we have eagerly 
taken on just as many conservative 
modernization loans under the Federal 
Housing Administration program as 
we have been able to find; it has been 
an outlet for surplus funds which would 
net us better than the miserably low 
yield obtainable on prime commercial 
paper and other prime investments. 

We have of late been wondering 
whether perhaps we have been over- 
looking, in our general consideration of 
credits, a fact of major importance at 
this time. The common tendency of 
bankers is to feel that they had better 
proceed with utmost caution, that a 
borrower to qualify for a loan or an 
open line of credit must show a far 
better statement than was considered 
necessary back in the happy (if 
slightly hectic) days before the stock 
market crash of October, 1929. This 
feeling is natural, for the burned child 
fears the fire. But is it perhaps suscept- 
ible of effective rebuttal? 


ET’S look at the credit situation 

back in the boom times. First, ex- 
cepting only a tiny minority of firms 
headed up by venerable gentlemen who 
had survived the Panic of ’93 and had 
heard of the even worse Panic of ’73 
during all their young lives, there were 
no borrowers who had withstood the 
severest test to which a business can 
be put. You may recall—I do, with 
blushes —the general feeling that these 
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oldsters were mossbacks who had 
outlived their commercial careers and 
were over-ripe for scrapping because 
they kept saying that things were not 
on a new level of prosperity, that what 
was bought had to be paid for, and 
that what goes up must come down. 
Yet it is significant that in those firms 
where the old gentlemen held firm in 
their seats despite the broad hints of 
their younger associates, very few fail- 
ures have been registered. You may 
also have observed, as I have re- 
peatedly noticed, that a dispropor- 
tionate share of those banks which 
came through the panic years un- 
scathed were headed up by men of an 
age automatically retired for senility 
in many lines. 

The significance of all this? Simply 
that a man who has weathered a hurri- 
cane is thereafter a better sailor than 
before. He has not only enriched his 
ability through this experience, but 
also he has proved himself to be human 
material of the type and character with 
sufficient resourcefulness and stamina 
to survive great adversity. I respect- 
fully submit the idea that perhaps one 
major reason why so many firms and 
individuals of previously great reputa- 
tion foundered during the storms of 
this depression is that they had never 
before been subjected to the extreme 
test of ability and character. It seems 
to me entirely probable that if this 
same set of panic conditions had as- 
sailed the business world in, say, 1915 
when most business heads were veter- 
ans of 93, the casualties would have 
been far lighter. A panic such as that 
of ’29, following one of equal severity 
in ’15, would have caused far less com- 
mercial wreckage, because practically 
every top executive would have been a 
veteran of the panic of 13 years before. 
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& This bank is prepared to make... and is making... sound. seasonal losns to 
industries...upon terms as libere| as any which industries are offered anywhere. 

Those whe have money to deposit ... which is the money we lend... have 
responded favorably always to our invitation to deposit their funds with us 
+++ They have conformed to that brosd, economic plan of keeping Cleveland 
money in Cleveland, Ohic money is Ohio. 

And sow, with money st « high point in our “tots! deposite™ item, we 
want to carry out our trust to industry, making available to industry, through 
sound loans as working capital, the great reservoir of credit which workers of 
all kinds bave crested with their deposits... making Cleveland money work 
for Cleveland; Ohio muncy fur Obia. . 

This bank invites applications for loans, solicits deposits, welcomes new 
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But, do I hear you demanding, what 
bearing has all of this history and sup- 
position on bank credit standards of 
today? Perhaps I do you an injustice, 
for to me the connection seems obvious. 
The men who come into our banks to- 
day requesting loans, whether com- 
mercial or individual, no matter what 
their ages, are veterans of the longest, 
hardest depression in the memory of 
living man. Tried by storm? They 
have been tried by fire, and have been 
proved of finest metal! 

The depression has burned out all 
the weaklings and, alas, many men of 
great strength who were put to un- 
fairly hard tests. But those who are 
left are men! The loan applicant who 
can come into his bank today and put 
up a good argument for a loan is 
prima facie a better credit risk than 
the man who could come in six years 
ago and demand accommodation on 
the strength of a glorious financial 
statement. It was possible to make 
money, and consequently present a 
good statement, back in the 20’s even 
without any noteworthy ability. In 
1934, the business or individual who 
has survived and is still making prog- 
ress has proved his ability beyond all 
dispute. Even though he may not be 
able to make too impressive a balance 
sheet, even though his operating state- 
ment shows a small net profit for two 
successive months and then wavers 
down into the red for a month before 
climbing back above the danger line, 
you must admit that he has proved 
himself an exceptional business man to 
survive the rigors which cut off many 
of his colleagues and competitors. 


¢ °¢ 
The desire of many banks to make 


sound loans is indicated by cur- 
rent bank advertising 


Such a man may not be able to pre- 
sent a complete case for obtaining a 
bank loan. It may be circumspect to 
turn him down. But it seems to us 
that he is entitled, purely as a matter 
of good banking, to the benefit of the 
doubt. If he is making progress, 
though it be halting on occasion, he 
surely will be entitled to a loan in the 
not too distant future. 


So: contrary to general impression, to- 

day is in many respects a better time 
to make loans close to the borderline 
than it was back in the years of hectic 
prosperity. You might say that the 
borderline has been so far raised by the 
eliminations of the bad years, that the 
bulk of the bad risks has been ruled 
out. Those who are left are almost 
certainly inherently good risks from 
the doubly important standpoint of 
character and ability. 

Mind you, this is not arguing that 
bankers should make loans to 
desperate risks just because 
they have miraculously man- 
aged to keep afloat by super- 
human efforts. Admittedly there 
are plenty of foundering busi- 
ness hulks around us, all of 
them eagerly pressing their cases 
for bank assistance. But we 
suspect that many bankers fail 
to award full value to the natural 
selection of good credit risks 
that has taken place merely be- 
cause a depression has been 
with us. Anybody who has man- 
aged to keep going, and who is 
again making progress in busi- 
ness, has thereby proved himself 
far better than the average 
business man of ’28 and ’29. 

Whether or not we are in line 
for improving conditions or for 
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more of what we have become accus- 
tomed to, the bank customer who has 
kept himself going and making a little 
progress stands an extraordinarily good 
chance of becoming one of the leaders 
in his line of business, profession, or in- 
dustry during the years ahead. As such, 
he becomes the best possible type of 
bank customer. It seems obviously 
sound policy for the banker with an eye 
to the future to earn the continuing 
allegiance of this class of man by giving 
him the benefit of the doubt now when 
credit is scarce. 

No banker wishes, or should be 
urged, to take long chances in these 
times. Long chances have never been 
good banking, for as some sage re- 
marked long ago, 6 per cent is not a 
sporting profit. The point I wish to 
make is that there are probably among 
your customers and our customers, 
considerable numbers of prospective 
borrowers who on their (See page 22) 
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Personsfies the Bank 


KEY position where customers 
A are served, where old friends are 

held and new ones made, where 
trouble is foreseen, and where unat- 
tractive accounts occasionally must 
be turned down without bringing ill 
will to the bank, is that held by the 
sometimes hard-pressed rail officer. 
Here, in the banking room, is the hub 
around which swings the active opera- 
tion of many an institution. 

An ever-changing procession of cus- 
tomers and prospective customers 
pauses at the rail to ask for service 
or favor. The importance of the post 
is such that a frank discussion of the 
spirit that should guide the rail officer’s 
judgment and animate his contacts 
may give aid and comfort to many an 
officer now on rail duty, and perhaps 
even offer higher executives a clue to 
improved service and better business. 

Prospective customers of the bank 
often make their first contact with the 
rail officer, so he must be a man of 
courtesy, tact, judgment, and, above 
all, a knowledge of his business. He 
must be both banker and salesman. 
For, if he chances to incur the ill will 
of those with whom he deals, he may 
offset all that has been done by the 
expenditure of thousands of dollars in 
advertising and many years of eifort 
to win the good will of customers and 
to bring prospective customers into the 
bank. Through his ability, person- 
ality, and common sense his objective 
must be always to build good will. In 
this the rail officer’s opportunities are 


by 


H. N. SNAPP 


Assistant Cashier, American National Bank and 
Trust Company of Chicago, Illinois 


The rail officer is a friend-maker, 
a trouble-shooter, and a business- 
getter for his bank. He is salesman 
as well as banker. He must combine 
tact, courtesy, and sound judgment 


unlimited and his value can only 
depend upon the success with which 
he meets the task. 

The complexities of his duties are 
many. As an example, a depositor 
recently was about to market a new 
fruit drink, and spoke to the rail 
officer handling his account about it. 
The latter did some investigating on 
his own initiative and learned that the 
drink, if put out in the way intended, 
would quickly lose its vitamin content. 
He then suggested to the customer that 
he obtain laboratory advice before 
offering his new product. He did so 
and later accepted a change in formula 
that was suggested. The drink has 
sold successfully because it could be 
legitimately advertised as having the 
health-giving qualities intended. This 
illustration will serve to show how the 
rail officer, by tak- 
ing a more-than- 
superficial interest 
in customers, can 
serve both the cus- 


executives in the bank, trust officers, 
and other employees for special assist- 
ance or service, he naturally returns 
again and again to the rail officer as 
his first and best friend in the institu- 
tion. In fact it can be truthfully said 
that to many customers the rail officer 
is the bank. That is a point worth 
remembering in his daily contacts. 


‘THE rail officer should include calling 

upon hiscustomers in theirown places 
of business as much as possible. Regu- 
lar calls, carefully planned, are great 
producers of good will with customers 
and with prospects. They indicate 
that the bank is going out of its way to 
be friendly. Such calls are especially 
valuable in the case of new customers 
who begin to feel that they really have 
a friend in the bank in the person of 


The credential folder should be so complete that 
any one in the bank could quickly become as 
familiar with the account as the officer who opened it 
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An ever-changing procession of customers and prospective 
customers stops at the rail to ask for service or favor 


the rail officer —someone for them to 
come to with their banking problems. 
New prospects too, followed by per- 
sonal calls of the rail officer, are likely 
soon to become customers. 


NOt the least of the duties of the 

rail officer is the interviewing of 
prospective customers. Usually this 
is done in the bank although in many 
cases it may prove a matter of good 
business to interview the customer in 
his own place of business. In this work 
the rail officer becomes both banker 
and salesman. Frequently it is neces- 
sary for him to decide against a 
prospective customer. If he does, it is 
fully as important for him to retain the 
prospective customer’s good will as it 
is cheerfully to select the profitable 
accounts and sign them up. To turn 
down a prospect without losing his 
friendship borders on masterly di- 
plomacy. 

The cashing of a stranger’s check on 
the request of a customer is another 
duty of the rail officer that demands 
finesse. When a Mr. Smith of Denver 
comes in with a check on a Denver 
bank and his Chicago friend, who is a 
customer of the bank, is willing to 
guarantee the endorsement, a series 
of questions immediately present them- 
selves. Does the customer realize that 
in okaying Smith’s signature he is 
actually assuming full responsibility 
for the amount to be paid out? Is 
there any chance that the check might 
bounce back? To protect the cus- 
tomer the rail officer mentions that it 
is the policy of the bank to’ collect 
out-of-town checks before paying out 


on them. If the cus- 
tomer, however, has con- 
fidence in Smith, he will 
quickly enough tell the 
rail officer so and the 
check will be cashed 
immediately, providing, 
of course, the customer’s account 
warrants it. 


OMETHING similar occurs when an 

account is opened with a check on a 
bank in another city. Recently a man 
presented a check on a western city to 
open an account. The rail officer asked 
for Chicago references. The man had 
none. He was told that the check 
would be taken for collection and the 
account opened when it was paid and 
replies came from his references in his 
home town. He flared up and said his 
check should be honored by any bank. 
He did consent, however, to leave the 
check for collection. It came back, 
“No Account.” Needless to say he 
never returned. 

Not infrequently a rail officer’s 
duties are closely akin to those of a 
detective. A certain rail officer had 
authorized the cashing of a cleverly 
forged check, to all appearances that 
of a customer, a woman of considerable 
wealth. She was out of the city and 
later in the day the mail brought in a 
check of hers which apparently greatly 
overdrew her account. The rail officer 
immediately wired her about the check 
that had been cashed—the forged 
check —and she answered that she had 
not issued it. The rail officer set out 
to find the forger, going first to the 
address he had given in the references 
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The author, who is shown in 

the illustration below, believes 

that all rail officers should be 
good-will builders 


used when the check was cashed. Of 
course the forger was not to be found 
at that address, but in a near-by hotel 
he was located from his description, 
registered under an assumed name, 
and all but a small amount of the 
money was found in his pillow case. 
When he came in at 1:00 A. M. the rail 
officer was waiting with detectives 
who proceeded to make the arrest. A 
conviction followed. 

A recitation of all the duties of the 
rail officer would be a revelation, even 
to the executives of the bank with 
whom he works. Consider, for ex- 
ample, the procedure in opening a 
corporation account in connection with 
which no line of credit is immediately 
desired. Let it be noted parentheti- 
cally that where loans are wanted a 
credit officer should handle the open- 
ing of the account unless the rail officer 
happens to be a loaning officer. 

Now let us take a look at some of the 
queries, decisions and follow-up plans 
for the rail officer to consider in opening 
an account. 


FIRST there arises the question of 

the desirability of the account. This 
the rail officer determines by proposing 
to himself, subconsciously no doubt, a 
group of questions. Will the account 
be of sufficient size to prove profitable 
in itself? Is it likely to lead to the 
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extension of credit or to trust or other 
services on which the bank can make a 
profit? Will the account cause trouble? 
Where has the account been carried? 
Why is the change being made? How 
was the account introduced? Can the 
person opening the account identify 
himself as the authorized representa- 
tive of the corporation? 


IF the decision is favorable and the 

account is accepted, the rail officer 
must now obtain the supporting papers. 
He must also furnish the new customer 
with supplies, secure the authorized 
signatures, and obtain instructions 
concerning any special arrangements, 
such as furnishing deposit tickets and 
statements in duplicate or triplicate or 
statements at other times than the 
first of the month. 

When an account is accepted, it is 
our policy to make up an information 
sheet for a credential folder. This 
sheet contains the essential facts on 
which the acceptance of the account 
was based. It also has spaces in 
which can be indicated by means of 
check marks whether or not signature 
cards, supporting papers and refer- 
ence letters have been requested and 
whether such supplies as imprinted 
checks and an endorsement stamp are 
to be furnished the customer. Eventu- 
ally this credential folder should be so 
complete that anyone in the bank 
inspecting it would quickly become as 
familiar with the account as the officer 
who opened the account. A specimen 


of the information sheet used in the 
bank’s credential folder is illustrated 
on page 6. 

But suppose the decision is unfavor- 
able and the account is refused. This 
is the most trying part of the rail 
officer’s work for he must, with the 
utmost diplomacy, explain that the 
proposed account does not meet the 
bank’s requirements, or that action 
must be deferred until his references 
are investigated—a delicate way of 
hinting that no action will be taken. 
Perhaps the real reason is that the 
bank policy may not permit handling 
accounts connected with “rackets,” 
aliases, ““‘bucket shops” and question- 
able enterprises or that the reputation 
of the applicant for some other reason 
is unsavory. In any case, the rail 
officer will find that it pays to effect 
a friendly parting. 


EXT let us consider the new busi- 

ness possibilities from rail contacts. 
Here the rail officer may prove himself 
merely a clerk with a knowledge of 
routine or, on the other hand, a busi- 
ness producer. He may, through his 
inquiries and constructive ability, 
create new business of many types, 
for example: 

(a) The accounts of officials of busi- 
ness houses or corporations as well as 
the business account itself. 

(b) The checking accounts of their 
wives and savings accounts for their 
children; also accounts of their busi- 
ness or club associates. 
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(c) Their promise to recommend the 
bank to friends and relatives. 

(d) Trust business through introduc- 
tions to the trust officers. 

(e) Minor business such as letters of 
credit, foreign exchange, travelers’ 
checks, escrow and depositary services, 
safekeeping, etc. 

The procedure to be followed if the 
rail officer accepts the account is 
merely outlined above. If detailed it 
alone might make a story exceeding 
the limits of this article. The same is 
true of the many other duties of the 
rail officer, particularly the okaying of 
checks presented for cashing and the 
use of protective codes in this connec- 
tion. He must be a “‘jack of all trades” 
—at least of the financial trades —but 
unlike the proverbial gentleman who 
attempted all jobs but was master of 
none, he must be a consummate 
master of all. 

Yet in spite of his unceasing activities 
the value of the rail officer to the bank 
depends largely upon his personality 
and judgment. It is for him to make 
the important decision of accepting or 
rejecting an account. This decision, 
one way or the other, may be loaded 
with consequences. With all data 
available it must often be based on 
intangibles which the rail officer senses 
through experience. There is often no 
definite means of determining how an 
account will work out. The references 
may seem good but the replies may 
prove disappointing. If such an 
account is accepted, the rail officer 
must wait for trouble to find a reason 
for closing it. But what bank will 
endure the suspense of waiting for 
rubber checks to bounce in order to 
arrive at a decision which the rail 
officer himself should have made in 
the first place? The fact is that the 
proper time to decide the accepta- 
bility of an account is when the 
account is offered. 


CHECK-UP was recently made of 

the customers contacted by three 
rail officers in an active Chicago bank. 
Three men averaged 150 customers 
each in one normal day’s business. 
This was a large percentage of the 
bank’s official contacts. With all this 
activity and responsibility and these 
many contacts with customers, large 
and small, and also with potential cus- 
tomers who need only be served 
courteously and intelligently to gain 
their confidence and accounts, it must 
be apparent that the rail officer of 
ability enjoys creative opportunities 
equaled in no other position in the 
bank and indeed paralleled by few 
jobs in the entire financial field. If in 
such a strategic position he is not a 
builder, he has missed his vocation. 
But if he is indeed constructive and 
if he can truly represent the bank 
his services are beyond value. 
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R. F. C. Money for Mortgage Loans 





Government purchases of stock in banking institutions 
are going forward in a new direction. As part of the effort 
to revive the durable goods industries through a stimulation 
of construction, the Reconstruction Finance Corporation is 
buying preferred stock and capital notes in trust companies 
which specialize in mortgage loans. It is proposed to en- 
courage the formation of new trust companies to engage 
especially in this business. 

The authority under which this activity is going on is 
the same as that under which the R. F. C. has subscribed 
to more than $1,000,000,000 of preferred stock and capital 
notes in national and state banks. Inasmuch as there is no 
limit on the borrowing power of the corporation in connec- 
tion with purchases of stock and notes of banks and trust 
companies such amount as may be needed will be available. 

This pouring of government capital into the mortgage 
financing field supplements the activities of the Federal 
Housing Administration. Many mortgages that can be 
made by the trust companies can be insured by the mutual 
mortgage insurance fund under the Housing Administrator. 
There are various kinds of properties upon which the mort- 
gages are not eligible for insurance under the housing act. 
Among such properties are apartment houses on which the 
mortgage is more than $16,000, office buildings, factories, 
warehouses and the like. 

The announced purpose of the new effort by the R. F. C. 
is to provide mortgage money for new construction with a 
view to increasing employment and stimulating structural 
material markets, to enable distressed owners of mortgages, 
whether whole mortgages, split mortgages, or mortgage 
certificates, to borrow reasonably upon these mortgages at 
fair interest rates and not be forced to sell at sacrifice prices, 
to enable borrowers to refinance mortgages where the value 
or income of the mortgaged property and the ability of the 
borrower to meet interest and principal payments will 
support the mortgage and to assist in the preservation and 
reorganization of distressed properties for the protection of 
mortgage bonds or certificates, including second mortgages 
and equities where the holder has a real chance of saving his 
property. 
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A Definition of R. F. C. Policy 


In connection with the stock holdings of the government 
in banks Chairman Jesse H. Jones of the Reconstruction 
Finance Corporation recently defined the policy with 
respect to its exercise of control. 

“The ownership of this stock by the government carries 
with it great responsibility, and must be administered with 
care and consideration for local interests—the common 
stockholder,” said Mr. Jones. ‘‘Prospective borrowers must 
not expect Washington to influence the bank management 
in making loans. 

“We have been asked repeatedly for bank managers or 
bank presidents, but have only supplied one bank officer. 
We want nothing to do with bank management, but as any 
other prudent stockholder, will vote our stock for the most 
capable, honest management that is available. 

“‘While there is no disposition to dictate bank manage- 
ment, we have in some instances insisted that the manage- 
ment be strengthened, leaving the directors free, however, 
to select the new officers; sometimes with our approval. 
That should continue to be the policy of the R. F. C. except 
in cases of mismanagement or abuse of trust.” 





Trying to Loosen Credit 





The administration has been doing everything possible 
to stimulate loans to industry both by the banks and through 
governmental channels. Secretary of the Treasury Henry 
Morgenthau, Jr. has taken the lead in this respect: It was 
under his auspices that bank examiners of the Comptroller’s 
office, the Federal Reserve System and the Federal Deposit 
Insurance Corporation met to try to work out a common 
policy for examinations which would not be too restrictive. 
The survey of the credit situation in the Chicago Federal 
Reserve district also was initiated by the Secretary of the. , 
Treasury. Mr. Morgenthau also conferred with chair- ‘ 
men of industrial advisory committees of the Reserve 
banks. ‘ 

The activity of the Secretary of the Treasury in this 
connection tends to emphasize the fact that his power is 
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superior to that of the Federal Reserve Board in the opera- 
tion of the new managed currency system. In the monetary 
set-up, as established by the gold reserve act, the silver pur- 
chase act and the Thomas inflation amendment, the Presi- 
dent is supreme, the Secretary of the Treasury second in 
authority and both exercising powers which tend to restrict 
the Federal Reserve Board’s control of credit. 

In the management of the currency, including formal 
currency and deposit currency, it is the administration’s 
purpose to bring about an expansion of the latter which will 
be effective in stimulating industry. A very large expansion 
of deposit currency has taken place but it has not been 
effective because of the failure of banks to loan or of bor- 
rowers to seek credit. It is to loosen this credit that Secre- 
tary Morgenthau has been taking these steps. 


Modernization and Mortgage Insurance 





Under Housing Administrator James A. Moffett the 
campaign for modernization of homes and business prop- 
erties is gaining momentum. Early in October considerably 
more than 7,000 banks and other financial institutions had 
signed contracts under which the Federal Government will 
insure their loans to property owners. In more than 1,500 
communities better housing campaign committees had been 
organized. 

The law permits the Housing Administrator to insure 
loans by banks and other financial institutions up to 20 per 
cent, the loans of this character for modernization purposes 
to be limited to $2,000 and the government’s liability being 
limited to an aggregate of $200,000,000. The banks may 


discount the loans on a 100 per cent basis with the Housing 





Secretary of the Treasury Henry Morgenthau, Jr., has been 
taking an active part in stimulating loans to industry both 
by banks and through government channels 


Administrator which means that $1,000,000,000 of govern- 
ment credit is available. 

The modernization loans are under Title I of the housing 
act. Plans for operations under Title II, which provides 
for mutual mortgage insurance, and Title III, which 
authorizes the creation of privately financed national mort- 
gage associations under the supervision of the Housing 
Administration, are taking shape. 

J. Howard Ardrey, banker of Dallas, Texas, and New 
York, is in charge of the administration of Titles II and III 
as Deputy Administrator of the Housing Administration. 
From 1929 to 1933 Mr. Ardrey was executive vice-president 
and director of the Guaranty Trust Company of New York. 
Previously he was vice-president and director of the New 
York National Bank of Commerce. Between 1904 and 
1915 he was an official of banks in Dallas, serving during 
that period as the member of the Federal Advisory Council 
of the Federal Reserve System from the Dallas district. 


Treasury Financing 





When certificates of indebtedness amounting to about 
$992,000,000 mature on December 15, the refinancing will 
be done in such a manner as to mark the end for the present 
of this type of government securities. The certificates have 
been issued for six-, nine- and twelve-months’ periods and until 
recently there were usually several issues outstanding all the 
time. Under the present Treasury policy the purpose is to 
increase the amount involved in the 90 day bills, which are 
issued usually once a week, and also the amount involved 
in the two-, three-, four- and five-year Treasury notes. The 
Treasury would like to issue more long term bonds of 10- 
or 12-year maturities but the market for bonds has been 
unfavorable recently. 

The plans of the Treasury contemplate a weekly financ- 
ing operation through bills at a very low cost, usually not 
more than one-quarter of 1 per cent, and a quarterly financ- 
ing to meet other maturities and to obtain new money. In 
the September 15 financing an issue of maturing certificates 
amounting to $525,000,000 was refinanced through two- 
year notes at 14% per cent interest. The holders of Fourth 
Liberty bonds, called for redemption on October 15, were 
offered in exchange a month ahead of the redemption date, 
either four-year notes with interest at 21% per cent or 10-12- 
year bonds with interest at 314 per cent. The long term 
bonds were offered merely because it was assumed that 
certain holders would prefer them for investment purposes 
to the shorter term notes. The bond market situation was 
such as to make it probable that the banks holding Fourth 
Liberties would prefer the four-year notes. This proved to 
be the case, the bulk of the exchanges being on that basis. 

As a means of strengthening the market for government- 
guaranteed bonds, Secretary of the Treasury Morgenthau 
issued an interpretation of the Treasury’s responsibility. 
In letters sent to the heads of the Home Loan Bank Board 
and the Farm Credit Administration, under which are being 
issued $3,000,000,000 of home mortgage refinancing bonds 
and $2,000,000,000 of farm mortgage refinancing bonds, Mr. 
Morgenthau said that it was his opinion, concurred in by 
the Attorney General, that the phrase “fully and uncondi- 
tionally guaranteed”’ meant a guaranty of payment and not 
merely of collection. 

“Should your corporation fail,” said Mr. Morgenthau, 
‘to pay upon demand, when due, the principal of, or interest 
on, these bonds, the United States would be obligated to 
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Chairman Jesse H. Jones of the Reconstruction Finance 
Corporation is now buying preferred stock and capital notes 
in trust companies which specialize in mortgage loans 


make such payments immediately without requiring the 
respective holders first to proceed against your corporation.” 


Co-operative Association Loans 





In its first year of operation the Central Bank for Co- 
operatives of the Farm Credit Administration approved 57 
applications from co-operative associations for loans aggre- 
gating $59,908,000. Of this amount $59,379,000 was to 
provide working capital to aid associations in more effec- 
tively serving their members. The remaining $529,000 was 
for financing physical facilities —buildings and equipment — 
necessary for the marketing co-operatives to carry on their 
business. 

The Central Bank for Co-operatives and 12 regional 
banks were built upon the ruins of the old Federal Farm 
Board. The amount remaining from the farm board’s 
revolving fund supplied the capital. 


The New Margin Rules 


The new margin rules issued by the Federal Reserve 
Board in connection with the operation of the securities and 
exchange act have been greeted with a rather favorable 
reception. In the initial rules affecting margins to be re- 
quired by brokers and dealers from customers borrowing for 
the purpose of purchasing or carrying securities the statu- 
tory standard was required with a range from 25 to 45 per 
cent of the market price of the security. The board has 
authority to change the statutory standard. 

Under the statutory standard the amount of credit to be 
extended on a security should not be greater than whichever 
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is the higher, 55 per cent of the current market price or 100 
per cent of its lowest market price since July 1, 1933, but 
not more than 75 per cent of the current market price. 
According to an official computation the margin require- 
ments under New York Stock Exchange rules on July 31, 
averaged about 25 per cent while under the statutory 
formula the average would have been 28 per cent. 

The initial regulations issued by the Federal Reserve 
Board prescribed the manner in which banks not members 
of the Federal Reserve System might become eligible to 
make security loans but deferred until a later date the 
issuance of regulations applying to member bank loans on 
securities. 


Federal Credit Unions 





Federal credit unions, which are supervised by the Farm 
Credit Administration under the law enacted by Congress 
at the last session, have been asked by Governor W. I. 
Myers to limit their dividends to a maximum of 6 per 
cent. The credit unions under the law may charge a maxi- 
mum of 1 per cent interest per month on the monthly bal- 
ance of the loan outstanding. Most of them are expected 
to charge this maximum during the first few years of their 
existence in order to build up reserves. 


Adjusting the Farm Debt 





Considerable progress has been made in farm-debt 
adjustment under the Farm Credit Administration al- 
though the amount involved is small compared to the total. 
During the past year it is stated that more than 20,000 
farmers with debts in excess of $125,000,000 have obtained 
settlements with their creditors by means of county farm 
debt adjustment committees. These committees were 
organized to assist heavily indebted farmers to secure scale- 
downs or longer periods in which to pay their debts. 


H. O. L. C. Loan Figures 


In the first full year of the operation of the Home 
Owners’ Loan Corporation more than 505,000 loans totaling 
more than $1,500,000,000 were approved. More than 
$200,000,000 of the loans represent mortgages taken over 
from closed and restricted banks and building and loan 
associations in exchange for Home Owners’ Loan Corpora- 
tion bonds. This operation placed these institutions in a 
position to make substantial payments to depositors and in 
many instances to re-open. 





Commodity Price Trend 





Advancing commodity prices have given cheer to 
advocates of administration monetary policies but have at 
the same time been viewed with some measure of alarm 
in view of the obvious bearing of drought conditions upon 
values of farm products. 

Wholesale commodity prices advanced steadily during 
August until at the beginning of September the index of 
the Department of Labor stood at about seventy-seven as 
compared with slightly less than sixty in March, 1933. If 
it were not for drought and other abnormal conditions this 
much of an advance could be regarded with unmixed 
approval by the champions of the Warren theory that prices 
of commodities should go up as gold prices are raised. 
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Director Clutchbill should never have permitted Cashier John 
Atwood to get away on his vacation . . . but he was gone and 
out of reach when a flood of calls for reports started coming in 


LT hose 
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Washington 
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NE day in August Director 
Clutchbill rushed into the Fern- 
dale National with a small, pale, 

black-haired man wearing a comb 
stuck over one ear. Reaching the 
mysterious twilight of the directors’ 
room, Mr. Clutchbill dropped into a 
chair at the end of a long table, raked 
in a telephone and shouted into the 
receiver that he wanted the Voyagers 
Tavern at River dee Loop, Quebec. 

*“*Riv-e-ayer doo Loo!” corrected the 
pale and black-haired Mr. Ducharme, 
scowling daintily. 

“Heh? Oh!... Riv-e-ayer doo Loo,” 
repeated Mr. Clutchbill into the re- 
ceiver. 

For twenty minutes Mr. Clutchbill 
and Mr. Ducharme waited and politely 
looked each other over with poised 
eyebrows. Then the bell buzzed. 

Mr. Clutchbill clamped the tele- 
phone to his ancient ear. 


“Hallo! Is 
Tavern?” 

A rapid gobbling came back, and 
he proceeded. 

“This is the Ferndale National 
Bank here in the States. We’re trying 
to locate our cashier, John Atwood... 
did such a man—a man traveling 
alone in a small green sedan —stay at 
your hotel last night, and is he still 
there?” 

““Qu’est-ce que c’est?” hustled back 
over the wire. 

Director Clutchbill blinked and 
jerked back his head. ‘“‘What,” he 
asked of Mr. Ducharme, “‘is ’kes-keh- 
say’?” 

“It means, ‘what is it that it is?’.” 


this the Voyagers 


ME: Clutchbill shoved the phone 

under Mr. Ducharme’s transparent 
beak. “I knew I’d have to have you. 
Find out if John is there.” 

Mr. Ducharme burst into French, 
lifting and lowering his eyes and 
waving his receiver arm in excited 
loops. 

“Don’t alarm ’em, Antoine... 
they’re puzzled enough already.” 

After riding for five minutes on a 
violent sea of French Mr. Ducharme 
killed the wire and turned to Director 


Clutchbill. ‘“‘They say John stayed 
there last night, but he lit out at 
8 o’clock this morning for the Gaspe.”’ 

“Yeah, we’re in for a swell time! 
Much obliged, Antoine.” 

Mr. Ducharme returned to his 
barber shop, and Mr. Clutchbill 
trudged thoughtfully into the bank's 
workroom where he stared glumly at 
Willie Dexter, the teller. 

Willie and the three women clerks 
kept on moving their hands around 
but their eyes were screwed sidewise 
on the old director. 

“Well, John’s left from the last 
address he gave me. Why... Why! 
did them blanks for the Comptroller’s 
report have to come when he was 
gone?” 

“Because they always hunt up the 
meanest days on the calendar to send 
"em out,” explained Willie, jumping 
visibly. 

“And you say you can’t fill out 
them papers?” 

“No, I never made out one of those 
things.” 

“Well, you can get out an old 
report and make the same kind ol 
monkey tracks on the new one, can’t 
yuh? Dang it, if them blanks had 
only come a little sooner John would 
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never have got started on that 1,000- 
mile Gaspe trip!” 

Arabella Amidon, one of the woman 
clerks, ran out her thin neck, ‘‘Well, 
he needed to go what with all the 
reports they put on him now. He was 
turnin’ green back of the ears and 
he’d scratched off all the hair on one 
side of his head puzzling out what to 
set down.” 

Director Clutchbill scowled and 
looked around. “He was just moult- 
ing, Miss Amidon. Everybody begins 
to moult after living in a cave for 
twenty-five years.” 

“Don’t I know it!” retorted Miss 
Amidon, chucking a wad of checks 
into a “‘Paid’”’ machine with a vengeful 
crunch. 

“Willie,” ordered Mr. 
‘“‘you tackle that report.” And then 
to Miss Amidon: “You hunt through 
John’s desk and see if you can find 
that ‘None’ stamp I’ve seen him use 
on places where he don’t know what 
they want. I'll go over to the post- 
office and get the mail. . . I doubt if 
we come through this alive.” 

A half hour later Mr. Clutchbill, 
after musing with a villager over the 
weather, returned with an armful 
of mail. 

“Got that report done, Willie?’’ he 
chirped brightly, dumping the mail 
on John’s deserted desk. 

“We ain’t even found the ‘None’ 
stamp yet.” 

“‘Ain’t found it? It must be there. 
John thought more of that stamp... 
look in the cash chest in the vault!” 
“It wouldn’t be in there,” said 


Clutchbill, 
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Willie, pawing over the mail on John’s 
desk, “but there must be eight or ten 
old ones somewhere . . . he wore one 
out every three months—got so he 
used ’em on everything.” 

Mr. Clutchbill put on his spectacles 
and began clawing over a box of 
rubber stamps at the receiving window. 

“Well for the love of Mike! Here’s 
another!’ suddenly exploded Willie. 


DIRECTOR Clutchbill reared back 
with a “Renewed” stamp clutched 

in one hand. “Another what?” 

“Report blank—from the 
eS A th 

Mr. Clutchbill scrambled into the 
front office and leaned over Willie. 

“Probably it’s almost like the Comp- 
troller’s report,” he said in a kindly 
purr. 

“Like it! Like it!’ Willie peeled 
back his large blue eyes and gazed 


THIRTEEN 


The battle started with a crash 
of both typewriters ripping 
down through the first page of 
the Comptroller’s report 


wildly up at the old director. “It 
ain’t no more like it than an Eskimo 
time-table.” 

Willie pawed aside a mess of local 
letters, then froze with his hand 
motionless on a long white franked 
envelope. ‘“‘Look at that!’ he yelped, 
ripping open the envelope with a 
hooked forefinger. ““The federal deposit 
insurance outfit wants ... yes, it’s 
another report—got to know again 
all of our accounts eligible for insur- 
ance, and how many of ’em are of 
high school age and how many are 
parents and how many of ’em are non- 
parents. Wait till I see,” howled 
Willie, ‘‘if the Internal Revenue wants 
an income report of our loss for six 
months, and if the state wants a 
report on our savings department and 
a list of the stockholders, ruined and 
sound!” Willie clawed the last of the 
mail over. “Too bad! (See page 22) 
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ROAD SIGNS 


picture with a young khwkei-clad | 
RALPH SILVERNAIL 


Plover, Wis., R.1, offers at farmer 
prices one Brown Swiss cow five years 
old, freshened May 1. 

FIRST NATIONAL BANK 


WANTED 





We have a client who wants to purchase 
a three-row corn cultivator. 
FIRST NATIONAL BANK 
y ry ’ 
WANTED 
A position as manager of a farm. Have 
had much farm experience. Can fur- 
nish best of references. Inquire 


Andrew Berry, R1, Bancroft, Wis. 
FIRST NATIONAL BANK 


WANTED 
Ed Grocholski, Custer, R.1, wants to 
purchase two Holstein cows milking or 
soon to freshen. 
FIRST NATIONAL BANK 








WANTED TO BUY 
An issue of the Stevens Point Journal 
published March 30, 1934. 
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series here today by defe ting the 
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THE BURROUGHS 


A public-spirited bank president finds that 
it pays to advertise a small bank . . . Only 
one day in thirty-four years has he missed 
having an advertisement in his local paper 
. . He tells how much his advertising costs 
and how he distributes his appropriation 


by J. W. DUNEGAN 


President, The First National Bank of Stevens Point, Wisconsin 


INVESTING 


**A fine article!’’ said readers when, in July, we 
published an account telling how Bank of America 
invests $400,000 a year in advertising. ‘‘Now tell 
us what a small bank with one per cent of that 
amount can do.’’ Mr. Dunegan tells what he 
does with even less than that figure.—EDITOR 


* ¢ 


N the course of any given year, a 
good deal is written and spoken 
about the advertising of city banks, 

institutions spending anywhere from 
$50,000 to $400,000 annually for the 
purpose. The common attitude to- 
wards small-bank advertising seems to 
be, “the less said of it the better.” 
Certainly most small banks in small 
towns do not gain themselves any 
notable advantages by advertising. 
The reason is usually that they do 
little or none of it. What they do is 
usually so stereotyped and uninterest- 
ing that it does not get read —there- 
fore it falls short of the results which 
can reasonably be expected. 

I clearly remember the attitude of 
our bank’s management when adver- 
tising was first suggested as a possi- 
bility. At the time I was the book- 
keeper, which meant that I waited on 
customers at the windows during bank- 
ing hours and crammed the bookkeep- 
ing into what time I could find be- 
tween customers and after hours. 
Despite my position, I had the temer- 
ity to suggest to the bank’s managing 
officer that if we wanted the folks of 


$2,500 
In 


our community to do business with us, 
it should be effective to use advertising 
to tell them so. The resultant explo- 
sion embodied practically every objec- 
tion that I have ever heard raised to 
bank advertising, either before or 
since. It was not dignified. It would 
not pay. People would not have con- 
fidence in a bank which actually 
solicited their business in print. And 
so on. Why tell them all? ‘hey are 
old friends which you have heard 
dozens of times and may just possibly 
believe. 


BEING a persistent young fellow who 

did not know when he was squelched, 
I kept dinging away on this idea at 
propitious moments over the years. 
Eventually we broke our hitherto 
perpetual silence with an occasional 
newspaper advertisement. By the 
time I had very much to say about 
running the bank, we were advertising 
in our local newspaper every day. For 
34 years now, we have advertised in 
this newspaper every day. One day 
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J. W. DUNEGAN 


Portage County Needs an 
Agricultural Agent 


We think the most helpful movement 
of modern times in agriculture is the 
county agent. We believe the county 
agent is going to help us bring agriculture 
up more rapidly than any other agency 
we have had in the past, and that is be- 
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Give the Farm a Name 


A farm name means farm pride. It 
shows to the world that the farmer has 
recognized himself as a participant in the 
greatest of productive industries, and is 
taking upon himself business principles 

The farmer who names his farm w,; 
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cause he gets the farmers to co-operating 
with one another along the most practical 
and successful line. The county agent of 
today is a man trained in agriculture. He 
knows the workings of -the state institu- 
tions, he keeps abreast of the investiga- 
tions that are being conducted, he knows 
the results that have been obtained and 
he attempts to put to practical application 
the results of these experiments on every 
farm with which he comes in contact. 


Boost for the County Agent; vote for 
him April first, and see that each member 
of your family does also! 


Largest in Portage County 
Capital and Surplus - -$250,000.00 













NEWSPAPERS 


A Year 


First National Bank 


become more attached to the place. 


It gives him a feeling of prosperity, 
dignity, as he refers to his home as * 
Crest"’ or ‘‘Oak Grove.’ He is going 








represent his own personality. 
place in town. 


we will help you select a name. 


the name. 


First Nat 


Largest in 
Capital and Su 
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sense of ownership is just a little great 


take more pride in the appearance of t! 
farm and its products. It will hencefort 
He wil 
leave it only reluctantly for an unnamed 


If you cannot think of a proper name 
Then 
take it to Ed Larson, register of deeds for 
Portage County, and have him register 















MILK FLOWS | 
WHERE ALFALFA GROWS | 


FIRST NATIONAL BANK 
CAPITAL & SURPLUS $ 250, ooo.»°? 
LARGEST !N PORTAGE COUNTY 





ADVERTISING 


only in 34 years have we been out of 
the newspaper —this happened because 
someone in the newspaper composing 
room lost our copy, and the mishap 
was not caught until the paper had 
been printed and distributed. Next 
day, believe it or not, at least four 
dozen people stopped at my desk to 
comment that they couldn’t find the 
bank’s ad, and were we perhaps getting 
ready to go out of business? 

Just to save you looking us up in a 
banker’s directory, let me tell you that 
our bank is one of two in a Wisconsin 
county seat, city of 14,000 population. 
The flavor of the community is pre- 
dominately agricultural, although we 
have other substantial interests in- 
cluding a railroad division point, a 
number of small factories, a large insur- 
ance company, largest fishing tackle 
factory, and four paper mills. So, you 
can see we have many diversified inter- 
ests. Our deposits totaled $2,235,- 
000 on the last call. At the peak we 
reached $3,000,000. So, we are truly 
a country bank and our problems are 


not materially different from those of 
other banks in the same general class. 

My personal belief is that advertis- 
ing a country bank fails to pay only 
under one of two conditions: it has not 
been tried; or else it is not done with 
any enthusiastic conviction that it will 
pay. It makes very little difference 
what the line of commercial activity, 
if you try it in half-hearted fashion 
you do not succeed at it. If you go at 
advertising a country bank in the 
belief that it will pay you, and more- 
over are determined that you will 
make it pay, you are almost certain to 
get the results which show up in in- 
creased profits at the end of each year. 


UR advertising policy may be 

stated in three subheads. 1. Keep- 
ing everlastingly at it brings results. 2. 
We try to make most of our advertise- 
ments sell our services. 3. Anything 
that is for the benefit of our community 
or of individuals in the community will 
inevitably show up in the form of 
better business for the bank, therefore 


BILLBOARDS 


we support all such programs not only 
morally but also in our paid advertis- 
ing. A corollary of all this is that the 
advertisements must be sufficiently in- 
teresting so that they will be read. 

At times we have gone to lengths 
which at first glance might seem a 
trifle undignified —but the answer to 
this objection is, they get read, and 
consequently hammer home the bank’s 
messages to the readers. For years we 
have had an advertisement in every 
issue of the bulletin of the local 
American Legion group. In this par- 
ticular series we went further for read- 
ability than elsewhere. The result was 
that every Legionnaire in town was 
besieged by his non-Legion friends for 
the loan of his copy of each bulletin — 
so that they could read the bank’s 
advertisement: Here, for example, is 
one of these: 

“R. X. Pfiffner, assistant sales man- 
ager of the Whiting-Plover Paper 
Company, says: ‘I’m getting to like 
this return to long skirts. I find that 
it revives my memory for faces.’ Most 
of us should revive our memory for 
saving. There never was a time when 
one should save as now. If you do not 
save during your earning years, you 
surely cannot later. The man with 
money saved gets the breaks. He is 








SIXTEEN 


ready and waiting for opportunity. 
How about you? Start saving in this 
Big Bank today.” 

Mention has already been made of 
our unremitting insertions in the local 
daily newspaper. There is published 
in Stevens Point a Polish language 
weekly, in which we regularly appear. 
We even cheerfully buy space in 
church and fraternal souvenir pro- 
grams — keeping in mind the basic fact 
that if we make our advertisement 
sufficiently readable, it will be read and 
we shall get our money’s worth from it. 
I believe it is no overstatement that if 
anybody will put out any respectable 
type of publication in our community, 
and show us that it is placed in the 
hands of a worthwhile number of de- 
cent citizens, we will gladly buy space 
in it. The only reason why we do not 
advertise in magazines is that we are 
after only local business; if I were 
running the advertising of a bank solic- 
iting correspondent accounts, national 
accounts, and the like, I’m reasonably 
sure I should use such publications 
just as freely as I now use our strictly 
local press. This is all part of our 
program of keeping everlastingly at it. 

We try to make most of our adver- 
tisements sell our services, but we do 
it just obliquely enough to make the 
copy interesting. For instance: 


This Might Happen To You 


'“Ollin Tofsrud, a farmer living near 
Madison, was slain last night by four 
bandits who entered his home, dragged 
him into the hallway, demanding he 
open a safe supposed to contain a 
large sum of money. In the excitement 


Tofsrud was shot and instantly killed. 

“This proves the danger of keeping 
money in your home. People who act 
as their own bankers always regret 
their folly. There is also the loss of 
earning power. You will find this Big 
Bank a good place for your savings.” 


‘THis copy is perhaps typical of our 

method of advertising something we 
have for sale, be it safe deposit boxes, 
savings or commercial accounts, trav- 
elers checks, or what not. We point out 
actual instances of someone being 
swindled on a blue-sky stock, and in- 
vite people to ask our investment 
service. When robbers beset a Stevens 
Point man and he escaped with a large 
bankroll by diving through a closed 
window at considerable risk to his life 
and considerable cost in damage to his 
skin, we used it as the text from which 
to preach the simple sermon that it is 
better sense to keep one’s money in the 
bank and pay by check. Not that each 
of our merchandising advertisements is 
prefaced by a newspaper headline of 
battle, rapine, and sudden death. But 
always we attempt to lead off our ad- 
vertisement with something interesting 
enough to catch the eye and hold the 
attention of the headline hunter until, 
almost in spite of himself, he has read 
a brief statement of the advantage of 
our services to himself. 

The third plank of our advertising 
platform, you recall, is to get behind 
anything that will benefit the com- 
munity as a whole or that will benefit 
individuals in the community without 
damage to others. For instance, when 
this city needed a new and better 





STATEMENT OF 
Advertising Expenditures for 1933 























Daily Newspaper Advertising $1,261.45 
Polish Weekly Newspaper Advertising 79.00 
School Papers—three used 117.00 
American Legion Bulletin—Weekly 95.00 
Outdoor Advertising—Boards and Signs 316.95 
Direct Mail Advertising 77.85 
All Other Advertising 467.95 

TOTAL $2,415.20 











Here are Mr. Dunegan’s advertising figures for the year 1933 
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source of city water, the bank’s adver- 
tising hammered on this fact until it 
was given a generous share of credit for 
having swayed the vote for the new 
enterprise. Repeatedly our advertis- 
ing has backed something of this sort, 
with no more direct tie-up for the bank 
than that if the improvement went 
through it would be for the good of the 
community and hence eventually for 
the good of the bank. 

Sometimes we get downright de- 
structive in our advertising, if this 
seems best for the community inter- 
ests. For some weeks, while some oil 
stock promoters were advertising in the 
local newspaper, we turned the full 
strength of our daily following of 
readers to pointing out the weaknesses 
in the stock, even the flaws in the 
records of the individuals behind the 
stock. At another time we published 
an advertisement of which we still hear 
frequently, although this was ten or 
fifteen years ago. It carried the head- 
line ‘“‘Suckerville,” and began with the 
assertion that yesterday morning two 
brethren with oil leases for sale swung 
off the train and started on their 
rounds of trimming our citizens in the 
fashion which had earned our town the 
title of Suckerville among stock sales- 
men. In both instances, be it noted, 
the enterprising fellows who wanted 
our townsmen to take a ridiculously 
long chance (if, indeed, any chance 
was involved!) were routed with con- 
spicuous unsuccess. Though I must 
admit that the oil boys hung on for 
a long while before they gave in to the 
inevitable. 

In the same way, we back activities 
which are good for the citizens. At 
least once a week we devote an adver- 
tisement to boosting insurance, par- 
ticularly life insurance, although we 
have none to sell. Our idea, of course, 
is that a well-insured community is a 
more prosperous, steadier community 
than one without adequate coverage — 
and that a bank in a well-insured town 
is likely to have a smoother career. We 
occasionally take our day’s space to 
point out what services merchants per- 
form, or to comment on financial news 
or monetary and banking news from 
Washington, always in terms of how it 
affects the Stevens Pointer. In brief, 
we believe there is a definite advantage 
for the bank in keeping our fellow 
citizens reminded of a lot of facts they 
should not forget or overlook. More- 
over, altogether selfishly, if we inter- 
sperse such advertisements in our 
series of direct merchandising copy for 
the bank’s services, we hold our fol- 
lowing far better than if we gave them 
a daily diet of safe deposit boxes, wills, 
savings accounts, and canceled checks 
as receipts. 

One method which comes under this 
classification of community service is 
not at all widely practiced. (See page 28) 
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CLEARING HOUSE 


On December 31 commercial accounts are re- 
lieved of the check tax. This makes January 
2 an ideal date for starting service charges 


A Date for 





JOHN J. ANTON 


NY banker who has been in the 
forefront of the movement to 
generalize service charges must 

occasionally feel moderately astounded 
by the great progress made in this 
direction during the past three years. 
At the same time, with full knowledge 
of the pros and cons of the subject, he 
inevitably is bewildered at the fact 
that so many banks are still absorbing 
—as they can ill afford to absorb— 
the losses on so many unprofitable 
accounts, and doing nothing much 
about it. 

One of the major reasons advanced, 
particularly by country banks, for not 
putting some form of service charge 
into effect has been that it already 
costs a customer so much to draw a 
check that many of the small customers 
whose aggregate deposits are important 
to the institution could not afford to 
maintain checking accounts and pay 
by check if a service charge were 
imposed in addition to the existing 
check tax of two cents. Their cus- 
tomers, especially in agricultural com- 
munities, have seemed to them already 
so burdened that an item charge would 
be the straw that might break the back 
of the long-suffering camel. 

It is worth calling to the attention 
of all bankers who have refrained from 
service charges for this reason that the 
Federal Check Tax expires on the last 
day of this year. At that time, check- 
ing customers will be relieved of the 
tax charge on each check. 

Certainly for any bank which still 
lacks an adequate schedule of service 
charges, the sooner it installs such a 


SERVICE {2.Nelsia,_° 
(CHARGES 


by 
JOHN J. ANTON 


Vice-president, First National Bank of Chicago 


schedule the better. Any bank which 
is planning an installation soon should 
go ahead, and the sooner the better. 
This is not to be interpreted as advice 
to any bank planning an earlier service 
charge to postpone it until next New 
Year’s Day. For any bank which has, 
however, not made its plans for service 
charges, and which lacks any schedule 
or a schedule adequate to meet the 
costs of handling items, it seems to 
many close observers that on next 
January 2 there will automatically 
arrive the best possible time for the 
promuigation of service charge sched- 
ules. Customers must recognize that 
the bank which then notifies them of 
the beginning of a service charge 
schedule has been extremely consider- 
ate of their well-being by not making 
such charges earlier. And actually, 
the burden upon the customer should 
be practically imperceptible if service 
charges commence immediately when 
the check tax leaves off. (Again let us 
emphasize that a bank needs service 
charges and should have them, whether 
or not the check tax were ever discon- 
tinued.) 


"THERE seems little necessity for 

detailing here the reasons why banks 
should collect from their customers 
charges to cover the cost of handling 
the account and leave a fair profit. 
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Certainly it is unlikely that there will 
ever be a time when banks more 
urgently need this type of revenue 
than now, when idle money is lying 
around with no demand, and when 
funds which can be employed bring 
in so low a yield that it is altogether 
inadequate to cover the costs of operat- 
ing the bank, let alone giving stock- 
holders a return on their investments. 
Nor is knowledge of this situation con- 
fined to bankers and students of the 
subject. It has been told so many 
times in the newspapers and the 
magazines that any bank customer who 
is at all alert is quite as aware of it as 
is his banker. To be sure, he does not 
ordinarily interpret these broad finan- 
cial facts into terms of their effect 
upon his local bank, and of the need 
for his bank to make his own account 
pay its way. But with such a back- 
ground of general knowledge in the 
public mind, it requires very little 
effort on the part of the banker to 
make him see the connection and 
appreciate just why it should be made 
to touch him in the form of a charge 
on his account if it is otherwise 
unprofitable. 

A very few basic facts pertaining to 
the theory and practice of service 
charges are worth bringing up at this 
moment, because they should always 
be in mind when a (See page 27) 
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Recent Court Decisions that are of 
Particular Interest to Banks . . 


LEGAL 
DicEst 


by 
CHARLES R. ROSENBERG, Jr. 


Estate Tax 


Trust officers struggling with prob- 
lems of taxation on decedents’ estates 
will find food for thought in a recent 
decision involving a question that the 
court itself characterized as “close.” 

At the time of the decedent’s death 
there stood in his name certain shares 
of stock in a corporation. The Federal 
Estate Tax was claimed on this stock 
and other assets of the estate. The 
tax was paid under protest and an 
action brought by the administrator 
of the estate to recover that part of 
the tax applicable to these particular 
shares of stock. 

Seventeen years before he died, the 
decedent handed the stock certificate 
to his wife and told her that the stock 
was hers. The certificate was in his 
name and he had endorsed an assign- 
ment in blank on the reverse of the 
certificate. The wife handed the 
certificate back to him, whereupon he 
placed it in an envelope on which he 
wrote a notation that it was the 
property of his wife. He then put the 
envelope in a safe deposit box to which 
he and his wife both had access. 

Shortly before his death, seventeen 
years later, the decedent’s son got the 
certificate from the safe deposit box 
and handed it to his father. The 
father then handed it to his wife with 
the statement that it belonged to her. 
At no time was the stock ever trans- 
ferred on the books of the corporation, 
and it also appeared that the decedent 
in his income tax reports had accounted 
for the dividends on this stock as part 
of his income. 

The court held that the facts showed 


an effective gift of the stock to his 
wife, that it was therefore not a part 
of the estate and so not subject to the 
estate tax. (Norris vs. United States, 
7 Federal Supplement, 415.) 


Deposit Set-Off 


A manufacturing company got into 
financial difficulties and the operation 
of its business was put into the hands 
of a committee representing three 
creditors to whom most of its indebted- 
ness was owing. The company there- 
after continued to make deposits in a 
bank to which it was indebted. The 
president of the bank was one of the 
creditors’ committee. 

After several months the committee 
decided that bankruptcy was inevi- 
table and adopted a policy of paying 
nothing except what was necessary to 
run the business and of putting all 
collections in the bank. 

Shortly after the adoption of this 
policy a stockholders’ meeting was held 
at which it was decided to file a peti- 
tion in bankruptcy. Three days there- 
after the bank applied the company’s 
deposit on one of the notes which the 
bank held. ,The company then went 
into bankruptcy. 

The bankruptcy court ordered the 
bank to pay over to the Trustee in 
Bankruptcy the entire balance on 
deposit. On appeal this order was 
sustained. The appeal court pointed 
out that where there is no fraud or 
intention to maintain a preference, a 
bank may set off against a loan 
deposits made in the ordinary course 
of business, even though the bank 
knows that the depositor is insolvent. 
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However, there is no such right of 
set-off where the bank takes the 
deposits knowing that they are being 
made for a special purpose or are 
subject to a trust for the creditors of 
the depositor. 

The main weakness of the bank’s 
position in this’ particular’ case 
apparently arose out of the fact that 
the president of the bank was a 
member of the creditors’ committee 
operating the depositor’s business, so 
that there was no question of the 
bank’s having full knowledge of the 
whole situation. (Twentieth Street 
Bank vs. Gilmore, 71 Federal Re- 
porter, Second Series 594.) 


Corporation Notes 


The care which banks must exercise 
in dealing with negotiable instruments 
of corporations is again illustrated in a 
recent West Virginia case. 

Ordinarily, a corporation cannot be- 
come an accommodation endorser on a 
negotiable instrument unless the trans- 
action serves some legitimate corporate 
purpose. In the case in question the 
president of the corporation borrowed 
on his personal notes money to finance 
the corporation’s purchase of manu- 
facturing plants appropriate to its 
business. The corporation endorsed 
the president’s notes given in this 
transaction. 

A bankruptcy on the part of the 
corporation followed and the claims 
of the holders of the notes against the 
bankrupt estate were rejected on the 
ground that the transaction was one 
beyond the corporate powers of the 
corporation. On appeal, the court 
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decided that the true transaction was 
that the money was really being 
borrowed for the benefit of the cor- 
poration. in connection with a legiti- 
mate corporate purpose. Apparently, 
the court felt that the corporation 
could not be considered an accommo- 
dation endorser in view of the purpose 
to which the funds were put, since in 
the absence of statutory or charter 
conditions to the contrary, a corpora- 
tion has broad implied powers to 
borrow money for the purposes of its 
business and may bind itself by 
negotiable instruments for debts prop- 
erly incurred. 

Hence, the court held, the holders 
of the notes were entitled to recognition 
of their claims in the distribution of 
the assets of the corporation’s bank- 
rupt estate. (Leschen and Sons vs. 
Brown, 71 Federal Reporter, Second 
Series, 745.) 


Trustee’s Note 


The personal liability of a trustee 
on a negotiable instrument came 
before the Federal Courts not long 
ago. Three men signed a note as 
trustees. The question was whether 
or not they could be held personally 
liable. 

The court decided that in this 
particular case the trustees had suf- 
ficiently indicated that they were 
signing as trustees only and inasmuch 
as it appeared that they were author- 
ized to execute the note as trustees, 
they could not be held personally 
liable. In its decision the court quoted 
Section 20 of the Uniform Negotiable 
Instruments Law as indicating the 
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difference between signing an in- 
strument in a representative 
capacity without personal 
liability and signing with a mere 
descriptive word that does not 
avoid personal liability. This sec- 
tion of the law reads as follows: 

‘“Where the instrument contains 
or a person adds to his signature, words 
indicating that he signs for or on 
behalf of a principal or in a repre- 
sentative capacity, he is not liable on 
the instrument if he was duly author- 
ized; but the mere addition of words 
describing him as an agent, or as 
filling a representative character, with- 
out disclosing his principal, does not 
exempt him from personal liability.” 
(Hawthorne vs. Austin Organ Com- 
pany, 71 Federal Reporter, Second 
Series, 945.) 


Legal Tender 


Is a collecting bank safe in accept- 
ing payment of a check by exchange 
of checks through a clearing house? 

This question would arise where the 
drawee bank became insolvent and its 
exchange check could not be collected 
on. In a recent case involving the 
action of a collecting bank in taking 
an exchange check for the check which 
it was to collect, the court pointed out 
that in the absence of statutory 
authority or authority specially granted 
by the terms of its agency arrange- 
ment with the forwarding bank, a 
collecting bank has no right to accept 
anything in payment except legal 
tender money, and if it does so, the 
relationship of debtor and creditor 
arises because the collecting bank in 
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accepting other than cash in payment 
of the check would not have been 
acting within the scope of its authority 
as agent for the forwarding bank. 
(National Bank of America vs. United 
States Fidelity and Guaranty Com- 
pany, 71 Federal Reporter, Second 
Series, 618). 


Bank’s Lien 


The security for a loan of $7,800 
made by a bank was a lien on 160 bales 
of cotton belonging to the borrower, 
and this lien was recited in the note. 

About eight months after the note 
was given the borrower went into 
bankruptcy. It appeared that although 
the bank had had the note in its 
possession continuously, the note had 
not been recorded until less than four 
months prior to the bankruptcy 
adjudication. By reason of its lien the 
bank claimed a preference as to the 
160 bales of cotton, but this claim was 
dismissed as void. 

It appeared that the other claims 
against the bankrupt’s estate were all 
owing to the bankrupt’s brothers. 

The bank appealed and the United 
States Circuit Court of Appeals re- 
versed the lower court in the following 
words: 

“The bank advanced the money 
that raised the cotton. With the 





TWENTY 


exception of a debt due for insurance 
on the cotton, the debts against the 
bankrupt’s estate are all due the 
brothers of the bankrupt, who knew, 
or should have known, of the trans- 
actions between the bankrupt and the 
bank covering a period of years. The 
equities are all with the bank.” (Bank 
of Wadesboro vs. Little, 71 Federal 
Reporter, Second Series, 513.) 


Depositor’s Reliance 


Do creditors of a national bank 
extend credit to the bank and do 
depositors entrust their funds to a 
national bank because they rely upon 
the liability of stockholders for double 
assessment in the event of insolvency? 

Perhaps creditors and depositors 
actually never give a thought to this 
statutory liability, but in contempla- 
tion of law they become creditors and 
depositors of a national bank because 
of their reliance on the liability of 
stockholders for the double assessment. 

In the same case the court discussed 
previous Federal decisions on the 
question of liability where the books 
of the bank show that one’s name as 
stockholder was followed by the word 
“Trustee.” This, the court held, does 
not enable such stockholder to avoid 
liability by claiming his holding was 
as a trustee. Anyone who permits his 
name to appear as a stockholder, that 
‘is, as owner of the stock, is liable 
through estoppel. (Schramm vs. Plyn, 
7 Federal Supplement, 478.) 


Local Tax 


National banks, complaining of local 
and state taxation, will get no relief in 
the Federal Courts if it appears that 
they have not availed themselves of 
the opportunity to contest the local 
taxation through municipal and state 
administrative machinery provided for 
the purpose. At least, such was the 
gist of a decision recently by a Federal 
Circuit Court of Appeals. 

In that case a national bank was 
contending that certain county and 
municipal taxes were illegal and asked 
the Federal District Court to enjoin 
the local authorities from enforcing the 
tax. It appeared, however, that the 
bank still had an opportunity to have 
this tax reviewed by an appeal board 
established by state law for the pur- 
pose. The Federal Court declined to 
interfere in the absence of a positive 
averment that the time for a review 
by this local board had expired. 

“Federal Courts especially are and 
should be reluctant,” said the court, 
“‘to interfere with the fiscal operations 
of state governments where the federal 
rights of complainants can otherwise 
be preserved unimpaired.” (Albert- 
ville National Bank vs. Marshall 
County, 71 Federal Reporter, Second 
Series, 848.) 








State Money 


Has the constitutional provi- 
sion that Congress shall have 
power to coin money and regulate 
the value thereof, totally deprived 
the states of issuing instrumen- 
talities that shall have the status 
of legal tender for the payment of 
certain debts? 

From the decision of a Federal 
District Court not long ago, it ap- 
pears that, within limits, a state 
has such power. Specifically, the 
court sustained the following 
propositions of law. 


1. A state has the constitu- 
tional power to pass a statute 
which makes state and county 
warrants and bonds and other ob- 
ligations of its own subdivisions 
and instrumentalities of govern- 
ment, legal tender for the pay- 
ment of debts due to the state or 
such subdivisions. 


2. This a state may do as to 
future debts only, but may not do 
as to debts created on the faith of 
existing law, because to change 
the legal tender in which its exist- 
ing debts are payable would im- 
pair the obligation of a contract. 

3. A state cannot make such 
bonds and other obligations legal 
tender for the payment of all 
debts, because of the plain letter 
of the Federal Constitution. (Ker- 
cheval vs. Ross, 7 Federal Supple- 
ment, 355.) 




















Valid Lien 


A maker of certain notes for a valu- 
able consideration tendered with the 
notes a letter reciting that the notes 
were secured by a lien on certain real 
estate leases owned by the maker and 
that such lien was to be evidenced at a 
later date by a regular form of mortgage. 

The holder of the notes later under- 
took to foreclose this lien on the leases 
and this was opposed by the maker. 

The legal question, as set forth by 
the court itself, was whether such a 
lien could be divested by the maker’s 
failure to carry out his agreement to 
execute a formal mortgage evidencing 
such lien. 

Answering, the court said: 

“Clearly not. A valid agreement to 
execute a mortgage will be enforced in 
equity against the maker or third 
persons who have notice thereof or 
who are volunteers. It is an equitable 
mortgage and in a Court of Chancery 
is as binding on the parties as if a 


mortgage in form had been duly 
executed.”” (Owens vs. Continental 
Supply Co., 71 Federal Reporter, 


Second Series, 862.) 


Fire Insurance 


A bank secured by fire insurance 
covering merchandise or similar col- 
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lateral on which the bank has a lien, 
may under certain conditions be pre- 
vented from collection on a fire loss. 

From Puerto Rico has come a case 
on appeal to a Federal Circuit Court 
wherein it appeared that a bank 
attempted to recover on a fire insur- 
ance policy covering certain mer- 
chandise belonging to a_ borrower 
heavily indebted to the bank. There 
were a number of legal questions 
involved in the case, but a rather novel 
one decided by the court was the right 
of the bank to recover through the 


right of the borrower under the policy. 


Assuming that the bank was entitled 
under the policy as assignee of the 
borrower, who was the insured, the 
bank, the court said, could recover 
only through the right of the insured 
borrower. The lower court had found 
that the fire in question was caused by 
a willful act or with the connivance of 
the insured and also that the proofs of 
claim presented by the insured were 
grossly exaggerated. Hence, the bank 
was precluded from recovering on the 
policy through the wrongful acts of its 
borrower, who was the original insured. 
(Banco Commercial vs. Royal Ex- 
change Assurance Corp., 71 Federal 
Reporter, Second Series, 933.) 


Accommodation Note 


Two brothers gave a note to a bank 
and the note was endorsed by a cor- 
poration in which they were officers 
and stockholders. The proceeds of the 
note were used to pay a _ personal 
obligation of one of the brothers. This 
was stated to the vice-president of the 
bank at the time the note was given. 

The note was renewed several times 
until it appeared that the makers 
could not pay it. The bank through 
the vice-president who originally 
arranged the transaction, agreed to 
take in place of the note signed by the 
two brothers the note of the corpora- 
tion which had endorsed the original 
note and which was owned by the two 
makers and a third brother. The cor- 
poration note was accordingly given 
in place of the original note and en- 
dorsed by one of the brothers. 

The corporation afterwards became 
bankrupt and in the bankruptcy pro- 
ceedings it was held that inasmuch as 
the corporation was a mere accom- 
modation party and one of the three 
brothers got the entire proceeds of the 
note for his personal use, and all these 
facts were known to the vice-president 
of the bank, who handled the trans- 
action, the note must be disallowed. 
It was pointed out in the decision that 
it is well settled law that a corporation 
ordinarily cannot be an accommoda- 
tion party and that the bank was not 
an innocent holder in due course for 
value since it had knowledge of all the 
facts and circumstances. 
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. . Known and Noted in Banking Circles . . 


The Bank of New York & Trust Company, which proudly names 
Alexander Hamilton as an active founder, celebrated its 150th 
anniversary in June of this year under the able leadership of John 
C. Traphagen, president, and Edwin G. Morrill, chairman of the 
board. Mr. Traphagen, above, became president in March, 1931, 
having served successively as vice-president of the Seaboard 
National, the Equitable Trust, and the Chase National Bank. 





Russel G. Fessenden, new president 
of the Boston Five Cents Savings 
Bank, has been well known in Boston 
financial circles for many years. He 
was formerly president of the Ameri- 
can Trust Company and is now a 
director of the Boston Provident Associ- 
ation and a trustee of the Old Colony 
Trust Company, the Suffolk Savings 
Bank for Seamen,and other institutions. 


apa 





Ira §. Hill’s Studio 





International Press Photo 


Graham F. Towers will be the first governor of 
the new Bank of Canada, Dominion government 
and bankers’ 
Montreal, graduated from McGill University, 
and began his banking career as an economist 
with the Royal Bank of Canada in 1920, later 
becoming assistant general manager. He is thirty- 


central bank. He was born in 


seven years old. The new bank starts operations 


° * ° « 


Roger Steffan, director of moderniza- 
tion credits of the Federal Housing 
Administration at Washington, has 
been loaned by the National City 
Bank of New York. As a vice-presi- 
dent of the City Bank, and head of its 
small loans department he is a nation- 
ally recognized authority on small loans. 





Blank & Stoller 


on January 2nd, with head offices in Ottawa. 





Robert O. Bonnell of Baltimore, 
Maryland, who was recently re-elected 
president of the Morris Plan Bankers 


Association. Mr. Bonnell is now 
serving his fifth term as president. He 
is president of the Morris Plan Bank 
of Baltimore and also president of the 
Baltimore Community Fund. 
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Re-Examining Bank Loan Policies 


(From page 5) depression year records 
have shown themselves to be better 
credit risks than we are inclined after 
these glum years to suspect. 

If we can take off our deep blue 
glasses—I am not urging that you 
substitute rosy glasses in their place — 
and view our customers in the clear 
white light of factual common sense, 
we may very probably find a consid- 
erable volume of desirable loans which 
look extremely dubious through blue 
lenses. And it is plain repetition to 
mention once more that what every 
banker needs and wants today is an 
increased volume of good loans, to 
sweeten up his income account and 
permit him to earn a real, respectable 
profit. 

It looks as if the bank examiners, are 
about to take a healthier outlook on 


the credits which banks have extended. 
The National Housing Act has already 
supplied a desirable, even though not 
tremendous, volume of profitable new 
loans, with prospects of even greater 
volume to come from this same source. 
Representatives of the Treasury are 
checking into the loan applications and 
extended credits of the banks, and sug- 
gesting ways in which these banks may 
possibly relax their credit standards 
without endangering their earnings or 
their assets. 

Considering the situation as a whole, 
it might be said that the public need 
and administration psychology is all 
for expanding bank credit. The bank’s 
own needs point in the same direction, 
for only through expanded credit can 
there come a permanently satisfactory 
solution to the problem of making in- 


come meet outgo, with a surplus for 
dividends and capital accounts. 

I am not urging any promiscuous re- 
laxing of credit standards, for this 
might lead to serious difficulties. 
Rather I mean to suggest that we must 
strive to keep our minds free of the 
prejudices engendered by intemperate 
and inexperienced advocates of un- 
sound expansion of credits, lest thereby 
we blind ourselves to the sane, con- 
servative openings which all of us wish 
for and need. And further to suggest 
that in evaluating all the factors of a 
credit risk today, we not overlook the 
inherent safety factor which is working 
for us through the inherently high 
quality of the business enterprises and 
business men remaining after the 
natural selection and sifting that has 
taken place during depression years. 


Those Reports for Washington 


(From page 13) Too bad! they didn’t 
come in... . must have gone to 
Ferndale, Alaska. Mr. Clutchbill, we 
can’t do it! ! The Comptroller couldn’t 
do it himself.” 

“IT tell yuh we've got to do it! 
‘There’s fines for all of these things if 
they ain’t in. . . John won’t be here 
for almost two weeks. Maybe we 
could borrow some clerks from some 
bank nearby,” suggested Mr. Clutch- 
bill. 

“Huh!” Willie flooded his voice 
with scorn. ‘All the other banks are 
running around right now with their 
own reports.” 

“Well,” yelled Mr. Clutchbill, “print 
something down on them sheets . 
I’m going out and hunt up some help.” 

Director Clutchbill shoved up along 
Main Street. Occasionally he glanced 
into store windows. There wasn’t 
another office in town that could be 
called an office except the postoffice 
and the railroad station. He pricked 
up his ears a little at thought of the 
railroad station. Perhaps they had 
someone off shift. He crossed the 
square to the dingy brick edifice and 
clumped across the “men’s room” to 
the ticket window. 

“Got any figure wranglers around 
here that ain’t doing nothing and 
want to earn an extra dollar?” 

Mr. Eugene Meadowcroft, station 
agent and truck gardener, gurgled 
deeply in his brier pipe, laid down a 
seed catalogue, rose, removed the pipe 
from the bristle around his mouth 
and came forward to examine Mr. 
Clutchbill with mild, brown, cow- 
like eyes. 

““Naow, were’re cut to a skeleton 
crew. What yuh want?” 


*““A cross between a college professor 
and a clairvoyant,” stated Mr. Clutch- 
bill definitely. 

“Heck, we're just sold out on 
professors and clairvoyants ... shipped 
our last lot to CCC camps to dust 
the wheelbarrows. But if you was 
wanting bank experts, Hank Bacon’s 
two nephews came in yesterday from 
the south. They’re vacationing with 
their uncle up to the farm... they’re 
in some bank examining office or 
something.” 

“What??” Mr. Clutchbill gave his 
goatee a yank and snatched his vest 
unbuttoned with a swift, horny hand. 
Instantly he headed for the garage of 
Warren & Son. 

The Son of Warren & Son on hearing 
a warning cry in the doorway, wormed 
himself crazily out of a dismembered 
car and looked cautiously around with 
a tight grip on a mammoth monkey 
wrench. 

“IT want to go up to the old Bacon 
farm,” commanded Mr. Clutchbill, 
beginning to hunt around for a’ whole 
car to get into. 

“Get right into that yeller Fly-Tail 
Straight Eight,” jabbered the Son of 
Warren & Son anxiously. “Just the 
car for you .. . been trying to get you 
into a real car for five years. Easy to 
drive .. . kind to the gas—.” 

“Wait ... wait! I want a taxi.” 

“The same thing . .. our best 
demonstrator.”” The Son peeled off a 
pair of overalls, turned his cap around 
and boosted Mr. Clutchbill into the 
Straight Eight. 

“Wait till yuh see this car take 
Raspberry Hill,” hollered the Son in 
Mr. Clutchbill’s ear as they roared 
out of the garage like a fire truck. 


““She can’t take Raspberry Hill any 
too soon for me,” gulped Director 
Clutchbill, grabbing a _ handful of 
cushion with each hand. 

At the end of the dizzy ride Mr. 
Clutchbill got out and walked in a 
half circle to the farm house veranda 
where Hank Bacon sat with his small 
head and full beard on his ancient 
muscle-bound shoulders. 

‘““Where’s them banker nephews of 
yourn,” asked Mr. Clutchbill. 
“What yuh want of ’em? 

on their vacation.” 

“IT want to get some expert informa- 
tion ... and I’ll pay for it.” 

“They’re just gettin’ ready to go 
trout fishing.”” Hank Bacon revolved 
his head like a prairie owl and howled: 
“Herm and Joe! here’s an old cuss 
wants to see yuh.” 

The two nephews, aged thirty and 
thirty-two, oily as wild cats from 
slinking through the underbrush of 
the bank examining department, came 
out and gave Mr. Clutchbill a light- 
ning glance with their ferret-like eyes. 

“What’ll you fellers ask to come 
down to the bank and help us make 
up some reports to Washington... 
our cashier is on his vacation —the 
reports came in unexpected.” 

““Huh, we wouldn’t look at a report 
for $50 . . . we’re going fishing —near 
crazy from making reports ourselves.” 

‘“‘Naow, they can’t help yuh, Clutch- 
bill,’ growled old Hank Bacon. 


They’re 


“They’ve been waiting a year to go 
trout fishing.” 

“Yuh won’t catch a trout,” stated 
Mr. Clutchbill, unabashed. 
skinned ’em out. 
to death.” 

*“They’ve got fancy tackle,” snorted 


““They’ve 
Brooks all fished 
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“Would not 
hesitate to 


recommend 


KANT-SLIP FORMS” 


says 
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Utmost speed and accuracy in 
handling orders is important to 
the American Rolling Mill Com 
_ pany. For this purpose Kant-Slip 

\ forms are used. 

“With Kant-Slip forms we have 

been able to achieve a high degree 

© of accuracy, eliminating costly 

errors and troublesome delays. 

‘The marginal punches of Kant 

©) Slip forms mesh perfectly with the © 
~ aligning pins on the platen 

causing all copies to feed freely 

-~, through the machine exactly 

alizned. This enables close regis 

tration of typing on the original 

_. and all carbon copies —insuring 

© accurate copies... O 

“We are entirely satisfied with 
the service rendered and the uni- 
© form high quality of Kant-Slip ( 
forms. We would not hesitate to 
recommend them for use in any 

© record system such as ours.” O 

. This is a real tribute. Standard’s 
Kant-Slip forms are used on type- 

O writers, billing, accounting and ~ 
tabulating machines, and _ tele 
typewriters. ‘There may be an 
application in your business where " 

O pe eared of form slippage, accu- O 

rate registration and efficiency is 

important. Write us today for 
complete information. 
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Hank. “Catch two to a cast often.” 

“ll be back in an hour,” stated 
Mr. Clutchbill. “Fish and think it 
over.” The old gentleman headed 
slowly back to his car. 

“Take me over to Simon McTavish’s 
in Mink Holler,” he ordered. 

Upon arrival at Mr. Simon Mc- 
Tavish’s home they found Simon 
leaning against the garden fence, red 
in the face and glaring with pale eyes 
as only a Scotsman can glare. He 
had, however, dislodged and chased a 
small yellow hen out of the tomato 
patch. 

““How many trout yuh got on hand, 
Simon,” shouted Mr. Clutchbill, fight- 
ing with the door latch of the car. 

“Six on the ice and twenty-four in 
the pool,” returned Simon McTavish, 
watching the old director narrowly as 
he at last broke out of the car and 
advanced. 

“Them on the ice dressed . . . still 
got their heads on?” 

“Yeah, but I can dress ’em in two 
minutes.” 

“Don’t do it. 
for ’em?” 

“Fifty cents a pound as they lay.” 

“What them worth in the pool... 
same price?” 

“The same.” 

“*Let’s see ’em.” 

The two elderly gentlemen walked 
down back of the house to a pool made 
by damming the small mountain brook. 

“Where be they?” scowled Mr. 
Clutchbill, shading his eyes and peer- 
ing down into the water. 

“T’ll show yuh in a minute,” stated 
Mr. McTavish, scuffing around in 
the grass. , 

Shortly he flushed a grasshopper, 
slammed his straw hat on it on the 
fourth jump and returned. He tossed 
the noble-browed insect to the surface 
of the pool. Three enormous speckled 
trout yanked themselves out of a 
shadow and smashed the surface into 
a shower of silver spray. 

“Quite pert, ain’t they?” gobbled 
Mr. Clutchbill happily. “I'll take all 
of ’em in the pool. Don’t let nobody 
fish in here.” 

“Nope . . 
time.” 

“Them six on the ice I’ll take along 
now,” announced Mr. Clutchbill as 
they climbed back to the farmyard. 
“Put ’em in a fish basket if you’ve got 
one big enough.” 

“Oh, I can crowd ’em in, all save 
their tails.” 

“See you soon, Simon,”’ said the old 
director a little later as he climbed 
into his taxi. And then to the Son: “I 
want to go back to Hank Bacon’s... 
and his two expert banker nephews.” 

The Son, thrilled to the spine, at 
having a possible customer with actual 
money, carted Mr. Clutchbill at a 
nimble spin back to the Bacon farm. 


What’ll yuh take 


. come and get ’em any 
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Hank Bacon, his two nephews and 
a yellow roadster were beside the 
veranda as Mr. Clutchbill got out of 
his taxi and came slowly forward 
fighting with an arm to get his fish 
basket over his head. 

“Thought I’d come back and tell 
yuh to be sure to go. . . the signs are 
just right. Had a little luck myself. 
Look! !’ Mr. Clutchbill opened the 
lid of his fish basket. 

Hank Bacon took one look and stood 
up with a rocking chair clinging to his 
stern. “‘Poun-d-d-ers! !’’ he exploded. 

“Gracious! !” gushed the banking 
experts, dying to ask where Mr. 
Clutchbill had found such luck. 

“Couldn’t we get you to take us 
out?” inquired one of them slowly, 
his eyes still frozen to the mottled 
silver and green pounders. 

“Gosh, I can’t do it. I’ve got to 
get right back and help at the bank... 
if them reports hadn’t come in... ” 

“Say! Mr. Clutchbill could you 
take us tomorrow .. . if—if we came 
down and slammed ’em through for 
you?” 

“Why, of course, soon’s I can get 
free.” 

‘Lead the way to the bank, Mister,” 
cried the nephews, climbing into their 
car. “Unk, don’t sit up for us to- 
night. Things are going to pop down 
to that bank.” 

Mr. Clutchbill hurried earnestly 
back to his taxi and yelled ‘“‘bank’”’ 
into the Son’s ear. 

After the cash was settled that 
afternoon the Ferndale National pre- 
pared for a massacre which may never 
be writ in the history of the Union 
again. The nephews cleared for war 
by seating themselves facing each 
other at a heavy table. In front of 
each of them they placed a typewriter 
bedded in cracked ice. As the first 
shots from the machines rang out, 
Mr. Clutchbill dragged a case of 
bottles up to the table. 

Strung along an old-fashioned book- 
keeper’s desk sat Willie Dexter, the 
teller, Miss Arabella Amidon and the 
two other women clerks. Each held 
poised like a tomahawk a “None” 
stamp. 

The battle started with a crash of 
both typewriters ripping down through 
the first page of the Comptroller’s 
report. When a page sprang from the 
first typewriter it was slung to the 
‘“‘None”’ battery. 

Occasionally a cry pierced the air. 

“What about this 5 M defaulted 
Yucatan Walnut bonds. . . last quot. 
11%?” howled a nephew, rushing 
through the bond account. 

“Eleven and an eighth 
natural,” said Mr. Clutchbill 

At 7 o’clock the Comptroller’s report 
was laid on the ice. 

At 7:10 after a brief interval of hand 
exercises, the R.F.C. report was 
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WHAT DOES IT COST? 


It costs more to make a large number 
of small loans than to make a small 
number of large loans. Every banker 


realizes that. 


It costs more to handle a considerable 
number of monthly or weekly loan 
deposits than it does to receive and 
credit two or three reductions of a note, 
and a final settlement. Yet planned 
amortization at regular intervals is the 
soundest way we know of to safeguard 
small loans; soundest for all concerned. 


Morris Plan rates vary, naturally, in 


THE 
MO 
PLAN 


RRIS 


> 


different states and cities. But we believe 
you will find, if there is a Morris Plan 
institution in your city, that its rates are 
the lowest available locally for amortized 
loans. In any case, Morris Plan does not 
require the applicant to have been a 
depositor. Its charges are in line with 
local conditions and in proportion to the 


service rendered. 


Compare the cost. Then, we are con- 
fident, you will refer undesired (but not 
undesirable) borrowing customers to 


your local Morris Plan institution. 


MORRIS PLAN BANKERS ASSOCIATION 


with which is affiliated the Industrial Bankers Association, Inc. 


15 East? FavzetTre STREET 


BALTIMORE, MARYLAND 


This series of advertisements 


is sponsored by Morris Plan 


institutions 


in 89 cities. 
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York Day Raid 
Locker; built in 
two sizes, 








Bankers’ Day Raid 


Unit; combined 


burglary and rob- 


bery protection, 








.. not a polite request 
but a dangerous 
command / 


THE BANDITS whose operations have 
resulted in steadily increasing insurance 
rates for banks use keen minds in study- 
ing their prospects. 


Investigation shows that time after time 
they study carefully the equipment and 
habits of a bank and employees before 
they make their attack. 


No one can say where the bandits will 
strike next but you can be almost certain 
that in the bank which they next attack 
they have discovered some weakness in 
the protective equipment. 


Adequate protection does much to “take 
the profit motive out of banditry”. 


The York Safe and Lock Company, with 
over a half century of experience in build- 
ing protective equipment offers you the 
service of its representatives in analyzing 
your bank’s needs. 


Write us today and let a York engineer 
or representative analyze your problem 
and recommend a solution. 


(7. Bony Ae, 


President 


YORE SAFE AND LOCK CO. 


YORK, PENNSYLVANIA e 
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jammed into the machines. The 
report was snatched smoking from the 
typewriters at 9:15. 

A flying wedge was organized by 
Willie Dexter, made up of Director 
Clutchbill, center, Miss Amidon, right 
tackle, Willie, left tackle and the two 
remaining clerks as guards. They 
dashed back and forth with the indi- 
vidual ledgers while the machines 
played like forked lightning over the 
federal deposit insurance report. 

At 11:30 all hands had a bottle of 
beer and a hot dog, rolled up their 
sleeves to the shoulder and began 
sorting the originals and copies into 
piles for the signatures of the officers 
and directors on the morrow. Two 
steel bus covers and a_ stepladder 
were Jaid on them to hold them down 
till morning, and the entire crew 
scrambled out of the stale air. 

“Going to be a good day for fishing 
tomorrow,” piped Director Clutchbill. 
‘When yuh want to start?” 

“Eight . . . not later,’ yelled the 
nephews in unison. 

‘Meet me here at the curb at 8 
then.” Mr. Clutchbill sagged off up 
Main Street on his way to his little 
cottage at the end of the village. 


THE next morning the private fish 

pool back of Simon McTavish’s 
house was asceneof desperation. After 
each nephew had hauled out a pound 
trout it was found that those remaining 
had become aware of the disappear- 
ance of their fellow-workers. They 
rammed their heads and bodies to 
the tail under a mossy bank. 

It was maddening. The nephews 
lay on their stomachs almost in reach 
of the row of tails and complained 
loudly to Mr. Clutchbill and Mr. 
McTavish who were leaping solemnly 
about catching fresh grasshoppers for 
bait. 

At last Mr. Clutchbill, who could 
no longer stand the strain on his legs 
and the plaintive cries for aid from the 
nephews, spoke to Simon McTavish. 

“Simon, get me an iron rake.” 

When it was fetched the old director 
went to the head of the pool and began 
raking dirt into the stream. It soon 
roiled the pool, and the trout, thinking 
a torrent of rain was fetching fresh 
food, began to feel about and bite. 
The nephews were elated. 

It was then, and only then, Director 
Clutchbill took a letter out of his 
pocket and opened it. It was from 
Cashier John Atwood on his vacation. 

“Dear Mr. Clutchbill: 

I am certainly enjoying my vaca- 
tion. My mind feels so free when I 
think how quiet it is in the bank at 
this time of the...” 

Mr. Clutchbill folded the letter, 
jammed it in his pocket and glared 
straight up among the branches of an 
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overhanging tree. 





ea we OD SA Dn oO mm OD SO wD 


Pe) ee ee ee ee ee ee ee. ee 


pe ae ee ee ee ee ee ES =e lL 





rs 


sh 
1’s 


nd 
ng 
ir- 
ey 


Ws 
ed 
Ar. 


ily 
for 


ild 
29S 
the 
sh. 


tor 
san 
on 
ing 
esh 
ite. 


tor 
his 


ion. 


ica- 
n I 
cat 


ter, 
red 


| an 





CLEARING HOUSE 


A Date for Service 
Charges 


(From page 17) banker is working out a 
schedule for his institution’s use. 

1. The charges should be set up on 
a fair, remunerative basis which will 
pay the bank’s costs of handling, and 
leave a fair, reasonable profit. A serv- 
ice charge schedule is not a gold mine, 
and is not intended to be. The excep- 
tional bank which is notably inefficient 
in its operations should not, of course, 
expect the customer to pay a premium 
to subsidize its inefficiency. At the 
same time, a difference in operating 
costs admittedly exists in institutions 
of different types, particularly in com- 
munities of widely varying sizes, and 
should be recognized in the schedule 
of charges. The ideal factual approach 
to service charges is, of course, either 
to make a study inside the bank with 
its own personnel, or else to call in out- 
side experts to determine the item 
costs. Like many ideals, this one is 
not practical for all banks. Where such 
a study is not possible, a safe guide to 
fair charges is ordinarily that schedule 
of charges which has been worked out 
by the state bankers association, or in 
special circumstances—such as_pre- 
vail in the Chicago district —worked 
out by the group code committee 
familiar with the particular local 
conditions. 

2. Setting up an inadequate sched- 
ule of charges may be for the moment 
better than having no service charges 
at all, but in the long run is bound to 
lead to complications and difficulties. 
Since more difficulty is inherent in 
overcoming the customer’s natural 
inertia and aversion to change than in 
the actual degree of charge to which 
he finds himself subjected, it is far 
better to go all the way at one step. 
Make charges adequate, and avoid 
subsequent upping, is a safe rule 
advocated by those experienced. 

3. Obviously it is pleasanter and 
easier to install a schedule of service 
charges in collaboration with all of 
the other banks of the city, county, or 
other territory. At the same time, it is 
not good sense for any bank to con- 
tinue along with unprofitable accounts 
on a charity basis just because other 
neighboring banks will not do business 
soundly. A great many strong-minded 
bankers have, during the past few 
years and especially since the bank 
holiday, made a single-handed stand 
for service charges in their communi- 
ties. They have said to their fellow 
bankers, in effect, ““We’d like to do 
this with you, but if you won’t do it, 
we're going it alone.” In practically 
every case where this has come to my 
attention, the banker who installed 
service charges lost little or no business 
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‘Geographically 
speaking”. . . . 


With 417 complete branches in 249 Cali- 
fornia communities, Bank of America is in 
a unique position geographically to handle 


the California volume of out-of-state banks. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


Bank of America National Trust & Savings Association, 4 National Bank, and Bank 
of America, a California State Bank, are identical in management 














CRAY, McFAWN & COMPANY 
Qoaters on 
Municipal and Corporation Bonds 
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FIDELITY BUILDING TELEPHONE CHERRY 6828 


DETROIT 











In writing to advertisers please mention The Burroughs Clearing House 








TWENTY-EIGHT 


SPEED-FEED 
Saves in 16 Ways 
in YOUR BANK 


Economy in Method contributes much to bank 
rofits in these days of curtailed financial activity. 
hat’s why your bank needs the Egry SPEED- 

FEED, because it provides the most efficient way 
to write the many forms required in banking, and 
saves money every time it is used. Makes every 
typewriter a billing 
machine using con- 
tinuous forms 
without change in 
typewriter con- 
struction or opera- 
tion. 

Get all the facts 

about the 16 ways 

the Egry SPEED- 

FEED saves. Ask 

for demonstration ¢ 

in your own office. 

No obligation in- 

volved. : 

THE EGRY 
REGISTER COMPANY 
Dayton, Ohio 


Sales agencies 
nall 
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to his competition, and what business 
he lost was always the hopelessly un- 
profitable type which he could never 
make any money on. So the single- 
handed installation of a service charge 
may be said to drive the unprofitable — 
and only the unprofitable —business 
into the other fellow’s doors. In more 
instances than not, the result has been 
that the other fellow soon saw the 
point, and joined in establishing a 
community schedule of charges which 
usually ends up by being the schedule 
adopted by the first bank. When this 
happens, be it parenthetically re- 
marked, the first bank’s reputation 
for sound banking is greatly increased 
in the community. The public respects 
the man who has sufficient strength 


THE BURROUGHS 


of character to charge enough for his 
goods and services to cover his costs 
and make a fair net profit. 

Weare, then, just a couple of months 
away from the best date for installing 
service charges which we are likely to 
encounter for several years. And 
those of us who have studied the 
subject are hoping that January 2, 
1935, will see brought into the service 
charge fold the great bulk of those 
banks which for one reason or another 
are still handling unprofitable business 
at a loss. Nor is our interest selfish. 
Obviously the United States will have 
better banks and better banking when 
nobody is losing money by doing busi- 
ness on the unsound basis which still 
prevails in far too many institutions. 


Investing $2,500 a Year in Advertising 


It is, if you please, 
development of the 
country-bank method of chalking up 
customers’ want-ad copy on a black- 
board, or hanging handbills of farm 
sales where they are prominently seen 
in the lobby. What we do is invite 
people in our community — which 
means, liberally interpreted, within 
25 miles or 35 miles of our front door 
—to let us know when they have some- 
thing for sale, or want to buy some- 
thing. We then advertise it in the 
newspaper. Usually such an ad is a 
small piece of display, one-column by 
one inch or so, carrying the bank’s 
name only in a small-type signature 
line at the bottom. Some of these 
small advertisements from our scrap 
book are shown on page 14. 


(From page 16) 


HESE small advertisements cost us 

perhaps, one dollar apiece. During 
the year, we may spend one hundred 
and fifty dollars on them. Possibly a 
trifle more. If we get several in one 
day, we usually scatter them in differ- 
ent parts of the paper. These small 
ads are extra ads and do not interfere 
with our regular ad which is run every 
day regardless. I should add that one 
of these advertisements invariably 
sells the stuff. All told, our advertis- 
ing costs us between $2,500 and $3,000 
a year, usually closer to $3,000. 

How do we know that our advertis- 
ing brings results? Well, as a starter, 
we always ask new customers why they 
come to us. The answer, about 9 
times out of 10, is, “Oh, I’ve been 
reading your advertising for so long I 


| thought I’d like to do business here.” 


| other local bank. 
| them through the windows, and are 


| they belong elsewhere. 


Another answer is that frequently 
people come in with pass books, counter 
receipts, and other paraphernalia of the 
These people rush 


tremendously surprised when told that 
The usual ex- 
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planation is, ““Why, So-and-so asked 
me to go to the bank to do this errand, 
and it never occurred to me it could be 
any bank but this one!’ Yes, adver- 
tising has successfully established us 
in most people’s minds as “‘the bank.” 

We have conducted a special cam- 
paign each year for Christmas savings 
accounts, and the results have been 
highly satisfactory. The tneory be- 
hind this campaign is that by teaching 
habits of thrift to the youth of our 
community, we help them start on the 
road to financial independence and 
create a great deal of good will. 

A most unusual ad—one that at- 
tracted more attention than any of our 
advertising, is a mechanical figure that 
we first used as Uncle Sam during the 
Liberty Loan drive; with its right hand 
it tapped on the window and with its 
left hand pointed to a placard (changed 
every day). It was such a great suc- 
cess that we adopted the idea of using 
it for our Christmas Savings, by chang- 
the head and clothes. First we have 
Santa Claus for three weeks before 
Christmas; then Uncle Sam for one 
week, then a local policeman for one 
week, then Andy Gump for one week. 
Their arrival is announced by repro- 
ducing telegrams from the indicated 
sources somewhat as follows: 

“To the Kiddies of Stevens Point, 
Wisconsin — 

“IT am leaving the North Pole at six 
o’clock this evening in my new Zep- 
pelin and will arrive in Stevens Point 
Friday morning, December first. Will 
be at the First National Bank at nine 
o’clock sharp to assist in opening 
Christmas savings accounts. I want 
every kiddy in Stevens Point, also 
their dads and mothers, to join the 
First National Bank’s Christmas Sav- 
ings Club for 1934, before I return to 
the North Pole Saturday evening, 
December twenty-third. Santa Claus.” 

Every boy and girl in Stevens Point 
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is familiar with this plan of advertising. 
During December we are crowded to 
the limit. We havea local individual 
who impersonates Santa Claus, and 
who stands at the entrance, opens and 
closes the door, and who listens to and 
makes note of the wants of all the little 
tots that call to see Santa Claus. 

One final topic and we shall saw off 
this article willy-nilly. People fre- 
quently ask us how we write our adver- 
tising — particularly since we never run 
the same piece of copy twice, they seem 
to think we must maintain a large ad- 
vertising staff to do it. I, personally, 
write all the ads. All of the time as I 
read papers, magazines, and various 
printed matter, and talk with indi- 
viduals, I get ideas. I keep in one 
corner of my mind the need for good 
advertising copy for the bank. We 
belong to the Financial Advertisers 
Association and I read their bulletin 
for ideas. If I find an item that fits 
I tear it out, carry it to the bank to 
place in a folder of ideas. I have 
such clippings filed under separate 
headings; thus being able to refer to 
them when wanted. If a cartoon or 
photograph appears which looks as if it 
would fit into our Christmas Savings 
Club advertising (this is the only time 
we use illustrations) I write for per- 
mission to reproduce the cut for our 
purpose and to date, have never been 
refused. So, when I take time for 
writing copy I do not have to scratch 
my head and chew my pencil; instead, 
I open the Idea Folder, take out a 
clipping, note, or drawing and begin to 
write. Under pressure, I can turn out 
ads for any occasion. An evening 
usually yields enough copy for a week 
or two. Sundays and holidays can 
make enough advertising for several 
months. Of late, I keep about six 
months ahead. Of course, when some 
timely copy intervenes, I make an ad 
out of that and put it in ahead of the 
stuff which has been prepared. 

Another very successful advertising 
stunt we used was a milk canteen. We 
found that it was good advertising; 
attracting as much attention as any 
advertising we had ever put out. Dur- 
ing the hours the milk was distributed 
each day to the kiddies, the street in 
front of the bank was blocked with 
grown-ups watching the affair. The 
first day, 502 half pints of milk were 
distributed. The next two days, ran a 
little more than that. We found in 
talking with the kiddies that some of 
them did not get milk to drink at home. 
We followed the campaign up with a 
series of ads. In talking with the milk 
dealers later, we found that the milk 
consumption had increased. 

To sum up, we advertise liberally and 
along lines that appeal to our horse sense 
as right for our bank. We have definite 
evidence that it pays and the job of 
doing it is really more fun than work. 
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Bank 
Supplies 
Coin Bags 
Coin Boxes 
Coin Wrappers 
Bill Straps 


Envelopes 
Pass Books 
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Requires No Pasting ! 


“<All Automatic? EASY SNAP 


Collapsible Storage File Boxes—10s stock sizes yigur Depoomul 





DEPOSITORY BAG 
Samples and Prices Sent on Request. : Requires No Padlock 


STRAYER COIN BAG CO. (2skS*pzie") New Brighton, Pa. } 




















G AFEGUARD 


The operation of your Burroughs by insisting 
on genuine Burroughs non-lint roll paper. 


Ordinary paper often contains lint or minute 
particles of paper dust which fly into the ma- 
chine and ultimately cause mechanical trouble. 


Burroughs non-lint adding machine paper is 
not an ordinary paper. It is produced under a 
special Burroughs formula worked out to give 
the best results for Burroughs Machines over 
a long period of time. 


You can get it from your local Burroughs 
agency, or, if you wish, you can order direct 
from the factory. 


Burroughs Adding Machine Company 
Detroit, Michigan 


BURROUGHS ADDING MACHINE OF CANADA, LIMITED, 
WINDSOR, ONTARIO 
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TRANSIT LETTERS 
PROVING --: =: : 
GENERAL ADDING 


Produces complete transit letters, 
printing and adding amounts and 
providing positive numerical identifi- 
cation of both payer and endorser. 
On interior proving it prints batch 
sheet and tape to accompany items, 
both originals, in one operation. 
Adds groups of items, furnishing a 
total of each group and a grand total 
of group totals without relisting. 
Also handles all routine addition in 
the bank, printing the figures on 
either two tapes or one. On running 
old and new balance proof it will add 
two sets of figures at one time, giving 
a separate total of each set. Write for 
the folder illustrating fourteen of its 


features and operating advantages. 
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OPERATED FROM SITTING POSITION 
TOTALS AND NON-ADD ITEMS IN RED 
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IN-COMING CLEARING DISTRIBUTION 





STANDARD VISIBLE KEYBOARD 
PRINTS CIPHERS AUTOMATICALLY 
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Old and New Balance Proof 
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GRAHAM FORD TOWERS 


When the government of the 
Dominion of Canada considered the 
appointment of a governor for 
Canada’s new central bank, they no 
doubt checked off the abilities and 
qualifications which would be valu- 
able in such a responsible office. The 
requirements were many and the 
answer was Graham Ford Towers, 
thirty-seven-year-old assistant general 
manager of the Royal Bank of Canada. 

Mr. Towers, who is incidentally the 
youngest central bank head, has had a 
most spectacular career. Majoring in 
economics at McGill University, he 
was recommended by Stephen Lea- 
cock, professor of political economy 
at McGill to the Royal Bank of 
Canada when the bank was seeking an 
economist in 1920. After better than 
two years in this capacity the bank 
attached him to the banking depart- 
ment and he was sent to Havana, 
Cuba, to assume the important post of 
cashier of the bank’s branch. Later he 
was made assistant inspector of Cuban 
branches and in 1924 returned to the 
head office at Montreal to take over 
. the post of foreign inspector. In the 
capacity of foreign inspector he gained 
valuable experience in international 
banking and visited the branches of his 
bank in the West Indies, Central and 
South America, London, New York, 
Paris and Barcelona. In 1929 he was 
appointed chief inspector of the bank 
and in 1931 he became assistant to the 
general manager. In November, 1933, 
he received the important executive 
appointment of assistant general man- 
ager. The new governor of the Bank 
of Canada not only speaks both of 
Canada’s official languages, French 
and English, but he also converses 
fluently in Spanish. 

Mr. Towers will visit the principal 
financial centers of Europe to study 
central banking machinery at first 
hand before assuming office. 


GETTING BACK TO NORMAL 


Scenes reminiscent of the prosperous 
days of ’26 and ’27 are again being 
enacted at some western country 
points where substantial crop yields 
and higher commodity prices have 
brought a transformation. With far- 
mers coming forward to take up old 
past-due and in some cases outlawed 
paper, bankers are having their faith 
in human nature restored. The autumn 
rush which has been conspicuous by 
its absence since the commencement of 
the depression is on at full blast at 
many country branches with tellers 
circulating more currency than the 
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districts have seen for years. Branches 
which have been running with insig- 
nificant till cash are now stepping up 
their currency requisitions to cope 
with expanding business. This is the 
bright but spotted picture presented 
by prairie branches. 


TO THE DEFENSE OF BANKS 


The “Letters-to-the-Editor’” column 
of any newspaper is an interesting 
cross section of public opinion. It is 
therefore refreshing to read a letter in 
a western newspaper from a corre- 
spondent in a small prairie town who 
in a few short sentences has simply 
and straightforwardly presented a 
viewpoint which must be held by 
thousands of solid citizens. “Show Me’, 
in his unsolicited brief has in his last 
sentence made a most effective answer 
to radical bank critics that the banks 
have amassed huge profits at the 
expense of the people. His letter: 

“To The Editor—Perhaps it is 
foolish to write concerning a subject 
of which one does not have much 
knowledge. Yet we read considerably 
these days about the evil of the bank- 
ing system and the abuse and misuse 
of the medium of exchange. 

“One would think that the bankers 
were as bad as the pirates of old. Do 
we not hear too much of one aspect 
and not enough of the corresponding 
disadvantages to which banks are 
subject. 

“What about bank losses: they must 
amount to huge sums. Due to mis- 
takes in management, to change of 
times and enterprises drifting into 
unproductive conditions, not only is 
interest lost, but in many cases the 
security may suffer, not only reduced 
in actual value, but entire loss. 

“Anything that is subject to profit 
is equally subject to loss.” 

“Show Me” 


THE NEW BANK’S PERSONNEL 


Representatives from the major 
economic divisions of the Dominion 
will be represented on the board of 
directors of the Bank of Canada. Of 
the seven members who will constitute 
the board, two will come from the 
ranks of primary producers, two will 
be representatives of industry and 
trade, while labor and other divisions 
are expected to fill the remaining three 
places on the board. A comparatively 





small staff of about 210 will comprise 
the first organization of the institution. 
Of this number 140 will be experienced 
members of the department of the 
assistant receiver-general which will 
be taken over by the central bank. 
Over 1,500 applications have been re- 
ceived for the remaining seventy posts. 


VARIETY IN BANK NOTES 


While Canadian citizens will prob- 
ably regard the new Bank of Canada 
notes which will be issued in January 
next as an epic step in Canadian 
banking, bank tellers in Canada are 
not quite so enthusiastic. The new 
bills will be much smaller than present 
bank notes in circulation. They will 
be also slightly shorter and wider than 
United States money. Parcel tellers 
who will be required to make up cur- 
rency requisitions containing a mix- 
ture of the present bank notes and the 
new Bank of Canada bills will not be 
dealing with currency of uniform size 
and their work will be slowed. 

The decision of the chartered banks 
to retire their own notes and issue new 
bills the same size as the new Bank of 
Canada notes has convinced tellers 
they were born about twenty years 
too soon. During the redemption 
period the money changers will be 
called upon to handle a most con- 
glomerate mass of bills of different 
sizes. This will include every denomi- 
nation of the big Dominion of Canada 
notes and the new small bills of the 
Bank of Canada and all denominations 
both old and new and of two different 
sizes of every chartered bank. 


REGISTRATION OF FIREARMS 


In Canada after January 1, 1935, 
any person found to be in possession 
of a pistol or revolver when its owner- 
ship has not been recorded with the 
police authorities will be liable to a 
fine of $50 or thirty days in jail or 
both. This is one of the recent amend- 
ments to the criminal code designed to 
discourage and regulate the carrying 
of firearms. The question is sometimes 
asked that in view of the increasing 
stringent regulations on the sale and 
carrying of firearms in Canada, “Where 
do bank bandits and holdup men 
obtain the weapons used in their 
nefarious operations?” The answer 
based on Winnipeg’s experience in the 
registration of revolvers would be, “‘al- 
most anywhere.” With three months 
to go before the expiry date of registra- 
tion more than 7,000 pistols and 
revolvers had been registered with 
Winnipeg police officials. The total 
amazed the authorities. 
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